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Chronological  Calendar  of  H.R.  12525 

Feb.  4,  1974:  H.R.  12525,  a  bill  to  extend  the  Sugar  Act  of  1948, 

as  amended,  was  introduced 
May  10,  1974:  H.R.  14747,  a  clean  bill  was  introduced 
May  14,  1974:  The  full  committee,  by  roUcall  vote  of  30  to  5,  ordered 

the  bill  reported 
May  17,  1974:  Reported  to  House,  H.  Rept.  93-1049 
June  5,  1974:  House,  by  record  vote  of  175  to  209,  defeated  H.R. 

14747 


NOTE 

Pursuant  to  the  provisions  of  sec.  4(f)  of  the  Foreign  Agents  Registra- 
tion Act  of  1938,  as  amended,  each  foreign  agent  appearing  before  the 
committee  during  the  consideration  of  sugar  legislation  was  requested 
to  indicate  in  his  testimony  the  most  recent  registration  statement  filed 
with  the  Department  of  Justice.  These  statements  are  available  for  public 
inspection  at  the  Registration  Section,  Internal  Security  Division,  U.S. 
Department  of  Justice. 
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SUGAR  ACT  EXTENSION,  1974 


TUESDAY,  FEBRUABY  19,   1974 

House  of  Eepresentatives, 
Committee  on  Agriculture, 

Washington^  D,0. 

The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  room  1301, 
Longworth  House  Office  Building,  Hon.  W.  E.  Poage  (chairman) 
presiding. 

Present :  Representatives  Poage,  de  la  Garza,  Vigorito,  Sisk,  Alex- 
ander, Rarick,  Melcher,  Bergland,  Denholm,  Litton,  Wampler,  Good- 
ling,  Mathias,  Mayne,  Zwach,  Sebelius,  Thone,  Symms,  Young,  John- 
son, and  Madigan. 

Also  present:  John  F.  O'Neal,  general  counsel;  Hyde  H.  Murray, 
associate  counsel;  John  Rainbolt,  associate  counsel;  L.  T.  Easley, 
press  assistant;  Steve  Allen,  staff  consultant;  and  Betty  Prezioso,  staff 
assistant. 

The  Chairman.  We  are  met  once  again  to  have  3  weeks  of  hear- 
ings on  the  extension  of  the  Sugar  Act.  Mr.  Wampler  and  I  in- 
troduced this  bill  to  get  the  ball  rolling.  We  recognize  that  some 
changes  are  required  in  the  Sugar  Act,  but  I  do  think  that  basi- 
cally, the  act  has  worked  extremely  well  and  has  protected  our 
consumers  from  wild  price  fluctuations  and  given  them  a  rather  fair 
price. 

[H.R.  12525  introduced  by  Mr.  Poage  and  Mr.  Wampler  follows :] 

[H.R.  12525,   93d  Cong.,   2d  seRS.] 
A  BILL  To  extend  the  Sugar  Act  of  1948,  as  amended 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled,  That  this  Act  may  be  cited  as  the 
"Sugar  Act  Extension  of  1974". 

Sec.  2.  Section  412  of  the  Sugar  Act  of  1948,  as  amended  (7  U.S.C.  1162) 
is  amended  by  striking  out  the  phrase  "December  31,  1974"  each  time  it 
appears  therein,  and  inserting  in  lieu  thereof  the  phrase  "December  31,  1979". 

Sec.  3.  Section  4501(b)  of  the  Internal  Revenue  Code  of  1954,  as  amended 
(26  U.S.C.  4501(b))  is  amended  by  striking  out  the  phrase  "June  30,  1975" 
each  time  it  appears  therein  and  inserting  in  lieu  thereof  the  phrase  ''June 
30,   1980". 

The  Chairman.  We  have  a  large  number  of  witnesses  who  have 
asked  to  testify.  In  order  to  hear  everyone,  we  must  move  as  ex- 
peditiously as  possible.  On  January  30  of  this  year,  Mr.  Wampler 
and  I  issued  a  release  which  outlined  the  procedures  of  our  com- 
mittee that  we  will  follow  in  these  hearings.  I  would  like  to  briefly 
touch  on  some  of  the  outstanding  parts  of  this  release.  This  part 
does  not  apply  to  the  Secretary,  but  for  our  general  witnesses,  they 

(1) 
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will  be  given  10  minutes  each.  Of  course,  where  a  witness  is  repre- 
senting more  than  one  group,  we  will  try  our  best  to  accommodate 
hiin  and  let  liim  have  some  more  time.  During  tlie  10-minute  period, 
the  witjiess  will  be  pei'mitted  to  summarize  his  statement  or  to 
read  it  if  he  lias  time  to  do  that,  but  m  no  event  will  the  printed 
statemt^jit  and  the  summaiy  both  appear  in  onr  hearinji:  records. 
It  has  become  altogether  too  costly  to  print  these  things  twice.  We 
wilh  of  course,  ^ive  permission  to  insert  the  entire  printed  state- 
ment unless  somebody  objects,  which  does  not  ordinarily  take  place. 

In  these  sugar  healings,  we  have  asked  for  at  least  a  hundred 
copies  of  the  statement  to  l>e  delivert^d  to  the  committee  staff  the 
day  prior  to  the  witness'  appearance*  Those  who  do  not  wish  to 
appear  will  be  permitted  to  file  a  written  statement  for  the  hearings, 
but  we  ask  that  these  statements  be  sulmiitted  prior  to  the  conclusion 
of  the  hearing.  If  we  follow  these  procedures,  I  think  we  will  be  M 
able  to  accommodate  the  very  large  numl>er  of  witnesses  who  have  ™ 
asked  to  appejir  at  these  heatings.  As  we  have  been  doing  in  all 
cases,  we  will  hear  all  of  the  testimony  first  and  then  ask  our  wit- 
nesses to  return  to  the  table  for  questioning  en  bloc.  Of  course,  we 
find  that  sa\'es  coiisiderable  time.  We  will  appreciate  the  coopera-  M 
tion  of  all  of  those  who  ai'e  interested  in  the  sugar  program.  ^ 

Today,  the  committee  is  very  pleased  to  have  as  our  first  witness 
the  Secretarv^  of  Agricultiii'e,  the  Hon.  Earl  Butz,  who  is  accom- 
panied by  Mr.  Arthur  Calcagnini,  director  of  the  Sugar  Di\^sion, 
While  I  do  not  know  if  Mr,  Calcagnini  will  make  a  statement  this 
morning,  he  may  if  he  would  like.  We  will  be  glad  to  hear  from  the 
Secretary  at  this  time, 

IVIr.  Secretary,  we  are  always  glad  to  have  you  here.  We  are 
delighted  that  you  could  come  this  morning.  We  will  be  glad  to  hear.' 
from  you. 
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STATEMENT  OF  EAEL  I.  BUTZ.  SECRETAEY,  U.S.  BEPATLTMENT  OP 
AGRICULTUEE,  ACCOMPANIED  BY  AKTHUE  CALCAGNINI,  DIEEC- 
TOE,  SUGAE  DIVISION;  KENNETH  E.  EEICK,  ADMINISTEATOE, 
ASCS;  AND  JOHN  KNEBEL,  GENEEAL  COUNSEL 


Secretary  Burz.  Thank  you,  Mr.  Chairman. 

I  think  my  statement  will  easily  fall  within  the  10-minute  rul 
here,  I  will  proceed  with  it. 

We  are  witnessing  a  iiew  and  dynamic  period  in  U^S.  agricul- 
ture— a  period  ushered  in  by  the  Agricultin*al  Act  of  1970  and 
brought  to  a  pinnacle  by  the  Agriculture  and  Consumer  Protection 
Act  of  11^73, 

The  Congress  last  year  had  the  foresight  to  move  fartlier  and 
farther  away  from  the  set  rules  and  bnilt-in  restrictions  that  have 
been  the  mai4t  of  Federal  farm  legislation  since  the  1930^s.  Aimed 
at  restoring  the  marketplace  and  producers  as  the  decisionmakers 
for  ILS*  crop  acreage  and  production,  the  bipartisan  effort  set  the 
stage  for  a  revitalizing  of  the  U.S-  faiTii  plant  in  major  crop  areas. 
If  this  ghift  in  Federal  farm  policy  had  not  been  made,  U.S.  farmers 
today  would  have  been  hampered  in  their  eflorts  to  meet  the  needs 
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of  United  States  and  world  consumers  in  the  important  grain  and 
cotton  sectors. 

The  fast-paced  shifts  taking  place  in  the  pattern  of  U.S.  farm 
production  foreclose  on  our  past  custom  of  legislation  on  a  com- 
modity-by-commodity basis.  As  we  look  to  the  marketplace  and 
away  from  artificial  pricing  structures,  the  price  relationships 
among  all  commodities  takes  on  added  significance  in  determining 
what  kind  and  how  much  of  the  different  crops  are  planted  and 
grown. 

Few  would  argue  that  cotton  and  sugar  beets  compete  for  the 
same  acreage  in  the  Central  Valley  of  California  or  that  grain  and 
sugar  beets  compete  for  irrigated  acreage  in  the  Northern  Plains 
and  the  Northwest.  Soybeans  and  corn  may  be  on  the  way  as  alter- 
native crops  for  sugar  cane  in  the  southern  United  States. 

Wliether  we  like  it  or  not,  this  interrelationship  dictates  a  long, 
hard  look  at  cotton,  wheat  and  feed  grain  legislation  as  we  consider 
new  sugar  legislation. 

The  Act  of  1970  introduced  set-aside  programs  for  cotton,  feed 
grains,  and  wheat.  It  moved  agriculture  away  from  tight  acreage 
allotment  and  marketing  quota  programs  that  had  restricted  pro- 
duction for  more  than  30  years.  It  looked  outward  instead  of  inward 
and  enabled  producers  to  reach  competitively  toward  the  growing 
world  markets.  Most  importantly,  it  fostered  the  reestablishment  of 
peaceful  trade  relationsliips  with  the  Soviet  Union  and  the  Peoples 
Republic  of  China,  and  brought  world  recognition  to  the  United 
States  as  the  greatest  and  most  reliable  source  of  food  and  fiber. 

Under  this  progressive  legislation,  we  have  seen  net  farm  income 
rise  to  $25  billion  in  1973 — an  unheard  of  level  as  we  look  back  in 
retrospect.  Increased  returns  for  wheat,  feed  grains  and  cotton 
were  major  contributors  to  this  record  income  level.  The  1973  legis- 
lation offers  farmers  even  more  freedom  in  making  their  farm  de- 
cisions. They  can  respond  quickly  to  the  demand-pull  of  domestic 
and  export  markets.  Thus,  individual  net  profits  can  be  maximized 
and  this  determines  how  much  of  which  crop  producers  grow. 

Agriculture  made  a  spectacular  contribution  to  our  1973  picture 
as  the  United  States  achieved  its  first  favorable  trade  balance  since 
1970 — ^this  brought  stability  to  the  dollar,  our  international  trade 
position  was  enhanced  with  increased  ability  to  pay  for  much 
needed  oil  and  consumer  goods. 

Under  rigid  restrictive  programs  that  held  down  production 
farmers  could  never  have  met  the  needs  of  overseas  markets.  Under 
the  new  philosophy  of  a  farm  program  keyed  to  the  marketplace, 
U.S.  farmers  can  assume  a  solid  posture  as  reliable  suppliers  of  farm 
commodities  competing  in  the  open  market  with  producers  from  other 
nations.  Even  now,  both  domestic  and  foreign  buyers  are  out  bidding 
against  each  other  for  these  commodities. 

Exports  nurtured  by  the  new  program's  philosophy  are  in  large 
part  responsible  for  dramatic  cuts  in  f a  rm  program  costs.  With 
Government  grain  and  commodity  inventories  virtually  at  zero 
for  the  first  time  since  the  end  of  World  War  II,  Government 
storage  and  handling  costs  are  dropping  to  negligible  amounts. 
Direct   program   payments   to   farmers   are   shrinking   rapidly   as 
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fnmiers  derive  more  and  more  of  their  income  from  tlie  market.  In 
fiscal  1973,  pa^Tiients  to  farmers  amounted  to  $3:9  billion.  By  fiscal 
1975,  they  will  be  less  than  a  half  billion^hiefly  for  conservation 
cost-sharing,  sugar  and  wooL  The  shift  to  market  iiicome  is  wel-    ■ 
<!omed  bj  farmer  and  taxpayer  alike.  I 

Record  high  net  farm  income  and  exports  and  record  low  Goyern- 
nient  farm  progi'am  costs  are  directly  traceable  to  the  decision  of  the 
Congress  and  the  admijHstration  3  years  ago  to  let  farmers  de- 
termine their  own  destiny.  Even  so,  there  were  some  who  feared 
this  sharp  break  with  the  past  and  would  have  made  only  timid 
moves  toward  a  market-oriented  agriculture.  This  fear,  of  course, 
is  now  behind  us.  We  have  seen  millions  of  acreages  shift  among  the 
various  crops  as  farmers  were  able  to  ignore  planting  patterns  based 
an  ancient  acreage  history  and  plant  the  best  crops  for  their  par- 
tienhir  operation/ This  fostered  more  efficient  and  profitable  farming 
and  not  xinbalaiiced  production  as  some  had  feared* 

Farmers  have  seen  markets  support  record  1973  crops  of  wheat 
and  feed  grains  and  a  large  1&T3  cotton  crop  at  extremely  satis- 
factory prices.  This  success  story  for  some  segments  of  U.S.  agricul- 
ture inevitably  leads  us  toward  several  penetrating  and  far-reaching 
questions  in  our  quest  for  an  effective  and  acceptable  program  for 
sugar* 

As  we  look  down  the  road,  the  change  from  a  restricted  produc- 
tion level  for  U.S*  agricultui'e  to  one  of  full  production  has  a 
marked  bearing  on  what  we  do  for  sugar.  The  all  out  effoit  of  our 
agricultural  plant  brings  new  and  sensitive  relationsliips  among 
coinniodities  and  tlris  relationship  will  be  even  more  important  as 
the  yeais  pass.  As  legislation  has  evolved  during  the  past  few  years, 
we  have  found  it  necessary  to  legislate  for  many  diverse  com- 
modities— ^wheat,  feed  grains,  cotton,  dairy,  wool — -in  one  package. 
I  feel  very  strongly  that  any  legislation  for  sugar  should  be  de- 
signed to  permit  its  review  and  revision  with  other  major  farm  — 
legislation  when  its  renewal  comes  up  in  1977.  M 

As  we  look  to  the  future  growth  of  the  sugar  industry,  we  must 
rdeal  forthright ly  with  the  question  of  artificial  production  and 
marketing  controls.  As  other  counnodities  have  been  freed  from 
restraints,  U*S.  farmers  have  prospered.  They  have  been  free  to 
Lshift-  and  use  their  resources  in  the  most  efficient  and  profitable 
jnanner.  Under  the  sugar  control  system— domestic  quotas,  farm 
proportionate  shares  and  processor  market  hi  g  allotments — there  is 
little  incentive  for  growth  and  expansion.  \\^iile  controls  are  not 
a  major  factor  at  the  moment,  their  ever  pi^esent  tlii*eat  as  a  device 
of  the  future  inhibit  the  investment  of  production  and  processing 
capital.  I  have  confidence  that  the  sugar  industry  will  grow  and 
prosper  if  the  marketplace  is  permitted  to  guide  its  future* 

Another  sensitive  question  in  any  farm  legislation  is  that  of  pay- 
ments— and  the  specter  of  payment  limitations.  There  has  been  a 
rapid  trend  away  from  payments  as  an  income  supplement  for  other  _ 
commodities.  It  is  now  time  to  consider  the  elimination  of  all  farm  M 
payments.   Wheat  pi"oducers  accepted  the  termination  of   "Tpheat    * 
certificate"  payments  and  are  finding  the  marketplace  a  much  more 
satisfactory  answer  to  their  gi-owing  income  needs.  We  must  be 
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willing  to  accept  a  similar  solution  for  sugar.  With  the  end  of 
sugar  payments,  there  will  be  no  further  need  for  the  domestic  sugar 
excise  tax — which  is  a  burden  to  consumers. 

We  have  entered  a  new  era  of  price  levels  for  farm  commodities. 
With  rising  production  costs  and  their  tendency  to  become  "fixed", 
this  new  level  cannot  be  taken  as  a  one  time  happening  which  will 
go  away  immediately.  If  foreign  quotas  are  continued,  any  sugar 
price  objective  embodied  in  legislation  may  have  to  be  increased. 

With  the  end  of  sugar  payments,  there  will  be  no  further  justifica- 
tion for  the  continued  intrusion  of  the  Secretary  of  Agriculture 
into  the  relationships  between  sugar  producer  and  laborer  through 
the  setting  of  minimum  wages.  This  is  not  the  case  for  any  other 
agricultural  commodity.  There  are  adequate  State  and  Federal  laws 
governing  wages  and  working  conditions. 

These  are  major  areas  that  come  to  mind  in  viewing  sugar  as  it 
relates  to  the  rest  of  U.S.  agriculture.  With  progress  achieved  for 
those  commodities  under  the  Agricultural  Act  of  1970  and  its  suc- 
cessor, the  Agricultural  and  Consumer  Protection  Act  of  1973,  we 
can  ill  afford  to  ignore  this  record  as  a  new  sugar  program  is 
developed  and  legislated. 

Mr.  Chairman,  that  is  the  end  of  my  statement.  I  will  submit  to 
questions  on  the  discussion. 

The  Chairman.  Thank  you,  Mr.  Secretary.  This  is  an  illuminat- 
ing statement.  We  are  moving  ahead  sufficiently  that  we  can 
probably  save  enough  time  by  asking  the  State  Department — I 
understand  that  Mr.  Katz  is  here — to  make  their  statement  and 
then  let  us  question  you  two  together.  I  think  that  way  we  may  save 
a  good  deal  of  time  by  not  going  over  the  same  ground  as  many 
times. 

Mr.  Katz,  I  wonder  if  you  will  proceed. 

STATEMENT  OE  JULIUS  L.  KATZ,  DEPUTY  ASSISTANT  SECRETARY 
FOR  INTERNATIONAL  RESOURCES  AND  POOD  POLICY,  U.S.  DE- 
PARTMENT OP  STATE 

Mr.  EIatz.  Mr.  Chairman,  I  appreciate  this  opportunity  to  appear 
before  your  committee  to  discuss  international  developments  with 
respect  to  sugar  in  relation  to  the  legislation  you  are  considering. 
Secretary  Butz  has  outlined  some  of  the  concerns  and  interests  of 
the  administration  on  this  subject.  Because  we  are,  and  will  almost 
certainly  remain,  dependent  on  foreign  sources  for  close  to  half  of 
our  sugar  supply,  I  would  like  to  outline  developments  on  the 
international  scene  which  have  taken  place  since  1971  which  bear 
on  our  own  sugar  program. 

When  the  Congress  in  1971  considered  extension  of  the  Sugar 
Act,  very  few  people  recognized  that  the  world  was  close  to  the 
end  of  a  period  of  sustained  surplus  sugar  production.  From  1965 
through  1970,  production  exceeded  consumption  in  every  year.  In 
1967,  the  price  of  sugar  on  the  free  market  reached  a  low  of  1.27 
cents  per  pound.  During  this  period,  it  was  shown  that  once  the 
agricultural  and  processing  facilities  necessary  to  meet  world  de- 
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mand  were  in  place,  low  prices  on  the  residual  world  market  were 
not  a  strong  deterrent  to  full  utilization  of  those  facilities. 

Most  exporters  of  sugar  did  not  reduce  their  sugar  production 
despite  ruinous  free  market  prices.  Virtually  none  of  these  coun- 
tries were,  of  course,  solely  dependent  on  sales  at  uncontrolled 
prices.  In  varying  degrees,  each  country  retained  a  mix  of  a  con- 
trolled domestic  market,  sales  to  preferential  markets  such  as  the 
United  States,  the  United  Kingdom,  or  the  Soviet  Union,  with  the 
remaining  supplies  sold  on  the  residual  world  market.  During  this 
period,  however,  there  was  little  incentive  to  increase  productive 
capabilities  except  in  the  case  of  those  few  countries  who  had  grow- 
ing markets  for  ail  of  their  sugar  at  reasonably  profitable  prices. 
Lending  institutions,  such  as  the  International  Bank  for  Recon- 
struction and  Development,  were  naturally  unenthusiastic  about 
investments  in  or  guarantees  of  sugar  projects. 

Although  prices  on  the  world  market  rose  moderately  in  1969 
and  1970,  until  late  1971,  after  the  extension  and  amendment  of 
the  Sugar  Act,  many  people  in  the  sugar  business  expected  an 
early  return  to  a  glut  of  sugar.  Sugar  supplying  countries  in  that 
year  avidly  sought  quotas  in  the  U.S.  market  with  the  expectation 
that  the  guarantee  of  a  favorable  price  in  the  U.S.  market  would 
continue  to  be  of  great  benefit  to  their  economies  in  both  the  short 
and  long  run.  There  was  no  ambiguity  in  their  perception  of  their 
interests  at  that  time. 

In  December  1971,  the  Soviet  Union  came  into  the  world  market 
as  a  major  purchaser  for  the  first  time.  Although  it  was  not  fully 
clear  at  the  time,  this  event  was  a  watershed.  Prices  rose  rapidly, 
and  for  the  past  3  crop  years,  world  consumption  has  exceeded 
production.  Stocks  as  a  percentage  of  annual  consumption  have 
declined  from  a  high  of  about  30  percent  to  less  than  20  percent  at 
present.  The  current  level  approximates  that  which  precipitated  the 
price  boom  of  1963-64.  This  is  hardly  more  than  a  minimal  working 
level,  and  there  is  evidence  of  maldistribution  of  even  these 
minimal  amounts. 

The  failure  of  production  to  keep  pace  with  the  steady  increase 
in  consumption  is  due  to  several  causes.  The  largest  beet  producing 
country,  the  Soviet  Union,  and  the  largest  cane  sugar  exporting 
country,  Cuba,  both  have  failed  to  meet  their  projected  production 
levels.  Cuba's  exports  to  free  market  destinations  have  been  smaller 
than  anticipated,  and  the  Soviet  Union's  imports  have  been  much 
greater.  At  the  same  time,  the  demand  for  sugar,  although  largely 
stable  in  developed  countries  on  a  per  capita  basis,  has  been  growing 
rapidly  in  developing  countries  as  incomes  expand. 

In  response  to  the  1963-64  price  boom,  production  facilities  were 
rapidly  expanded.  Recalling  the  price  effects  of  that  excessive  ex- 
pansion, potential  investors  have  been  evidently  reluctant  to  risk  a 
repetition  of  that  experience.  Without  some  assurance  that  invest- 
ments can  be  amortized  through  remunerative  prices  over  a  period 
of  10  year^  or  more,  investors  remain  wary.  Aiiother  factor  which 
has  discouraged  investment  in  new  facilities  is  simply  their  cost. 
The  combination  of  inflation  and  the  increased  size  of  economically 
viable  production  units  requires  very  large  scale  investments.  A  new 
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project  to  produce  100,000  metric  tons  of  cane  sugar  annually  now 
costs  $30  million  or  more. 

Thus,  despite  very  high  current  prices  and  dramatic  production 
increases  in  a  few  countries  such  as  Brazil,  there  is  a  shortage  of 
sugar  in  the  world,  the  duration  of  which  is  uncertain.  This  uncer- 
tainty is  reflected  in  the  present  market  situation. 

In  the  past  several  months,  the  free  market  price  of  sugar  for 
prompt  shipment  has  doubled.  Actual  shipments  are  being  made  at 
prices  of  20  cents  per  pound.  Some  major  importing  countries  are 
facing  difficulties  in  securing  adequate  supplies  during  the  first  half 
of  1974.  Unsettled  international  economic  conditions,  speculative 
activities  affecting  commodity  markets  in  general,  and  news  of  crop 
damage  in  some  major  exporting  countries  have  combined  to 
exacerbate  the  underlying  production  and  consumption  factors. 

The  price  of  sugar  in  the  U.S.  market  has  also  risen  substantially 
above  the  levels  set  out  in  the  price  objective  of  the  Sugar  Act. 
Deliveries  of  sugar  to  the  United  States  from  foreign  suppliers  so 
far  this  year  are,  however,  not  far  below  those  of  last  year.  The 
U.S.  price  appears  to  have  risen  correspondingly  with  the  free 
market  price  and  because  of  fears  that  shipments  from  quota 
countries  may  be  somewhat  reduced  in  the  second  quarter  of  the 
year.  The  U.S.  price,  however,  on  a  basis  equivalent  to  world 
market  quotations,  has  in  lecent  weeks  been  5  or  more  cents  per 
pound  lower  than  the  world  price. 

INTENTIONS  OF  QUOTA   COUNTRIES 

In  cooperation  with  the  Department  of  Agriculture,  the  Depart- 
ment of  State  has  sought  assurance  from  each  foreign  supplier  of 
its  intention  to  fill  1974  quota  in  full.  We  have  urged  each 
supplier  to  make  shipments  as  early  and  in  as  large  quantities  as 
possible.  We  have  stressed  that  this  committee  will  examine  care- 
fully the  performance  of  foreign  suppliers  during  this  period.  Each 
major  quota  country  has  assured  us  of  its  intention  to  meet  its  full 
quota  in  1974.  We  will  continue  to  watch  the  situation  closely,  but 
we  do  not  now  expect  that  the  shortage  of  sugar  for  prompt  ship- 
ment on  the  world  market  will  be  reflected  in  the  United  States. 

For  the  decade  1964  through  1973,  the  annual  average  world  spot 
price  has  exceeded  the  equivalent  U.S.  price  only  in  1973,  and  then 
by  less  than  1  cent  per  poimd.  The  United  States,  throughout  the 
long  period  of  surplus  production,  paid  profitable  prices  for  a 
growing  total  amount  of  sugar.  Foreign  suppliers  have  continued 
to  supply  roughly  45  percent  of  U.S.  requirements,  and  have  been 
guaranteed  a  share  of  the  growth  of  total  U.S.  consumption.  We 
believe  they  will  continue  to  value  the  Sugar  Act's  guarantee  of  a 
relatively  stable  and  remunerative  market  for  sugar. 

INTERNATIONAL  SUGAR  ARRANGEMENTS 


1 


Market  developments  during  the  3  years  since  the  Congress  last 
considered  sugar  legislation  have  affected  several  international 
arrangements  on  sugar.  The  International  Sugar  Agreement,  the 
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Commonwealth  Sugar  Agreement  and  tlie  Eiiropean  community's 
common  agricultural  policy  for  sugar  are  among  these  arrange- 
ments. 

The  1968  International  Sugar  Agreement  expired  December  31, 
1973.  A  negotiating  conference  was  held  in  Geneva  under  United 
Nations  auspices  in  1973  in  an  attempt  to  negotiate  a  successor 
agreement.  The  conference,  while  it  did  adopt  an  instrument  to 
keep  the  International  Sugar  Organization  in  bemg,  was  unsuccess- 
ful in  reaching  a  consensus  on  quotas^  prices,  at^cess  commitments, 
and  other  economic  provisions.  There  were  several  reasons  for  the 
failure  of  these  negotiations.  The  19G8  agreement  was  based  upon 
export  quotas  (in  suspense  since  early  1972),  with  price  triggers 
designed  to  adjust  supply  and  demand  on  the  residual,  or  free 
market.  Unlike  other  commodity  agreements,  it  also  contained  a 
supply  commitment  provision.  Exporting  countries  committed 
themselves  to  supply  importing  members  with  a  specified  amount  of 
su^ar,  at  a  fixed  price,  when  free  market  quotations  rose  above  that 
I^rice.  The  supply  commitment  price  negotiated  m  1968  was  6,50 
cents  per  pomid,  free  on  board  and  stowed  at  greater  Caribbean 
ports.  This  price  was  twice  adjusted  upward  during  the  period  of 
the  Agreement,  and  in  1973  was  7*00  cents  per  pound. 

The  general  framework  of  the  1968  agreement  was  acceptable  to 
most  of  the  countries  participating  in  the  negotiating  confei-ence. 
The  conference  foundered,  however^  over  the  mability  of  exporting 
and  impoi'ting  countries  to  agree  on  the  price  triggers  to  adjust 
supply  to  demand  and  on  the  supply  commitment  price.  JIajor 
importing  countries  which  rely  on  the  free  market  for  their  sup- 
plies, such  as  Canada^  were  unwilling  to  accept  a  supply  commit- 
ment price  at  or  above  then  current  free  market  spot  quotations. 
Major  exporters,  led  by  Cuba,  were  unwilling  to  negotiate  price 
levels  below  those  then  existing^  Tlie  uncertainty  of  future  price^ 
movements  made  compromise  on  this  issue  even  more  difficult,  V 

The  1968  agreement  recognized  the  existence  of  what  it  called 
special  arrangements  on  sugar  trade  between  certain  exporthig  and 
importing  countries.  Among  these,  of  course,  was  the  u.S,  Sugar 
Act.  Virtually  all  U.S»  sugar  inaports  are  covered  by  the  special 
arrangement  provision  and  are  thus  exempt  from  the  regulations 
of  International  Sugar  Agreement.  For  this  reason,  U^S.  member- 
ship in  the  agreement  was  unnecessary  either  to  influence  its  ox^era- 
tion  or  to  protect  U.S.  interests  as  set  out  in  the  Act.  Although  we 
had  been  members  of  previous  sugar  agreements  dating  back  tc> 
1937,  we  did  not  see  fit  to  adhere  to  the  1968  agreement.  The  U.S- 
did,  nevertheless,  participate  actively  in  the  1973  negotiations  so  as 
to  leave  open  the  possibility  of  adherence  to  a  new  operative  sugar 
agreement  if  this  were  considered  to  be  in  our  interest.  While  the 
United  States  has  not  been  a  member  of  the  Sugar  Organization 
since  1969,  we  have  cooperated  with  the  Organization  by  supplying 
statistics  and  have  attended  meetings  of  the  Sugar  ComiciJ  as  an 
observer.  If  we  are  invited  to  do  so  by  the  Council  of  the  new 
_  agreement,  we  hope  to  continue  this  cooperation  and  collaboration, 
^H  Two  other  important  international  arrangements  affecting  sugar 
^H    ai^  the  Commo]iwealth  Sugar  Agreement  and  the  European  Com- 
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munity's  common  agricultural  policy  for  sugar.  The  Commonwealth 
arrangement  expires  in  the  near  future  and  negotiations  are  under- 
way on  how  it  might  be  subsumed  in  a  new  or  revised  common 
agricultural  policy.  The  accession  of  the  United  Kingdom  to  the 
European  community  has  made  a  decision  on  the  future  sugar 
policy  of  the  expanded  community  more  difficult,  since  unlike  the 
Community  of  the  Six,  the  United  Kingdom  is  a  major  sugar 
importer. 

In  a  normal  year,  the  European  Community  is  close  to  satisfying 
its  own  consumption  from  domestic  production.  The  United  King- 
dom has  for  many  years  imported  significant  quantities  of  sugar 
under  the  Commonwealth  Sugar  Agreement,  and  has  publicly 
committed  itself  to  continue  to  import  the  amounts  of  sugar  set  out 
in  the  Commonwealth  Agreement  from  the  developing,  sugar- 
exporting  Commonwealth  countries.  Since  sugar  production  in  the 
Community  itself  is  subsidized,  there  has  been  resistance  to  con- 
tinued imports  of  the  1.4  million  metric  tons  for  which  the  United 
Kingdom  is  claiming  access.  There  is  also  debate  over  the  price 
which  would  be  paid  for  sugar  if  a  preferential  import  scheme  is 
negotiated.  The  United  Kingdom  currently  pays  developing  Com- 
monwealth sugar  suppliers  slightly  over  6  cents  per  pound,  a  price 
which  was  negotiated  in  1971.  Faced  with  serious  foreign  exchange 
problems,  several  Caribbean  Commonwealth  countries  have  asked 
for  an  urgent  review  of  this  price,  and  in  the  meantime  are  divert- 
ing shipments  from  the  United  Kingdom  to  the  United  States. 

Until  it  is  decided  how  much  Commonwealth  sugar  will  have 
access  to  the  Community  after  1974,  it  will  be  difficult  for  the 
member  states  to  decide  on  a  new  or  revised  common  agricultural 
policy  for  sugar.  Of  particular  difficulty  will  be  the  level  of  beet 
sugar  production  in  each  of  the  member  states.  Apparently,  the 
interrelated  decisions  on  market  access  and  production  policies  have 
been  complicated  by  the  current  uncertainties  of  the  market. 

Ajiother  arrangement  which  expires  this  year  is  the  Philippine 
Trade  Agreement,  better  known  as  the  Laurel-Langley  Agreement. 
In  September  of  last  year,  the  U.S.  Embassy  in  Manila  submitted 
a  draft  treaty  of  amity  and  economic  relations  to  the  Government 
of  the  Philippines.  We  have  recently  received  a  reply  from  the 
Philippine  Government.  It  appears  that  there  are  basic  differences 
between  us,  and  if  we  are  going  to  have  a  successor  agreement, 
protracted  negotiations  are  likely  to  be  required. 

PERFORMANCE  OF  QUOTA  COUNTRIES 

I  would  now  like  to  turn  to  the  performance  of  foreign  suppliers 
during  the  period  since  the  Sugar  Act  was  last  extended.  Since 
January  1,  1972,  the  free  market  and  U.S.  sugar  prices  have  for 
much  of  the  time  been  quite  close,  and  on  occasions  the  world 
market  price  has  been  substantially  higher.  Nonetheless,  the  per- 
formance of  our  suppliers  has,  on  the  whole,  been  good.  We  are 
unaware  of  any  case  in  which  any  of  our  suppliers  has  intentionally 
chosen  to  supply  the  free  market  at  the  expense  of  their  obligations 
imder  the  Sugar  Act. 
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Shortfalls  in  1972  and  1973  have,  with  few  exceptions,  been  due 
to  crop  failure.  In  a  few  other  cases,  countries  have  sold  sugar  on 
the  world  market  and  then  found  themselves  short  of  the  necessary 
production  to  fill  U.S.  quotas  later  in  the  year.  The  largest  shortfall 
in  both  1972  and  1973  was  that  of  the  West  Indies.  After  filling 
their  contractual  obligations  under  the  Commonwealth  Sugar 
Agreement,  the  West  Indies  did  not  have  sufficient  production  to 
meet  their  U.S.  quota  as  well.  Because  of  the  combination  of 
priority  to  sales  to  the  United  Kingdom  and  adverse  weather 
conditions,  the  West  Indies  shortfall  in  1973  was  on  the  order  of 
180,000  short  tons.  In  accordance  with  the  act,  a  reduction  was 
made  in  their  quota  for  1974.  We  have  recently  been  informed  that 
the  governments  of  the  countries  concerned  are  considering  giving 
first  priority  to  meeting  any  U.S.  quota  which  might  be  established 
in  the  legislation  which  we  are  considering. 

Mr.  Chairman,  I  would  like  at  this  point  to  make  a  number  of 
comments  regarding  specific  provisions  of  H.R.  12525  which  are  of 
interest  to  the  Department  of  State.  First,  we  believe  that  because 
of  the  uncertain  supply /demand  situation  it  would  be  prudent  to 
limit  any  extension  of  the  act  to  no  more  than  3  years. 

In  past  renewals  of  the  Sugar  Act,  the  problem  of  allocation  of 
foreign  quotas  has  been  one  of  the  most  difficult  issues  facing  the 
Congress  and  the  administration.  While  good  arguments  can  be 
made  for  increasing  the  quotas  of  certain  countries,  or  for  decreasing 
or  removing  the  quotas  in  other  situations,  such  changes  involve 
judgmental  factors  which  are  bound  to  be  arbitrary.  INIajor  changes 
in  quotas  thus  have  the  potential  for  causing  adverse  complications 
in  our  foreign  relations.  While  we  may  gain  advantage  by  increasing 
the  quota  of  one  country,  we  risk  the  displeasure  of  the  country  or 
countries  whose  quotas  are  reduced  as  a  consequence,  as  well  as 
those  countries  disappointed  because  they  have  not  obtained  an 
increase  in  quota.  The  Department  is,  therefore,  not  suggesting  at 
this  time  any  specific  change  in  quotas.  We  recognize  that  the  com- 
mittee will  wish  to  examine  the  past  performance  of  foreign  sup- 
pliers and  may  wish  to  make  adjustments  where  countries  are 
unlikely  to  be  able  to  meet  quotas  in  the  future.  We  would  be 
pleased  to  work  with  the  committee  in  providing  detailed  informa- 
tion regarding  supply  availabilities  as  well  as  suggestions  on  how 
to  reallocate  any  quota  reductions. 

I  would  like  particularly  to  express  the  strong  opposition  of  the 
administration  to  quotas  on  imports  of  sweetened  chocolate,  candy, 
and  confectionery  such  as  are  contained  in  section  206(d).  These 
quotas  were  justified  on  grounds  that  foreign  manufacturers  of 
confectionery  had  access  to  cheaper  sugar  and  thus  might  undersell 
U.S.  manufacturers  of  similar  items.  Clearly,  this  argument  has  no 
validity  under  the  present  market  conditions.  In  neither  1972  nor 
1973  were  the  quotas  filled.  I  should  call  attention,  moreover,  to  the 
fact  that  this  provision  has  been  the  subject  of  formal  complaint  by 
a  number  of  our  important  trading  partners  on  grounds  that  the 
quotas  on  confections  are  in  violation  of  the  general  agreement  on 
tariffs  and  trade.  In  short,  the  provision  requiring  quotas  on  con- 


Digitized  by  VjOOQIC 


11 

fections  is  a  heedless  irritant  and  is  harmful  to  the  foreign  trade 
posture  of  the  United  States. 

Mr.  Chairman,  I  would  be  pleased  to  assist  the  committee  in  any 
way  I  can  as  it  proceeds  with  its  consideration  of  new  sugar 
lejrislation. 

The  Chairman.  Now,  I  think  we  shall  proceed  most  expeditiously 
if  members  just  direct  their  questions  either  to  Secretary  Butz  or  to 
Assistant  Secretary  Katz. 

Mr.  Wampler? 

Mr.  Wampler.  Yes;  Mr.  Chairman,  I  would  like  to  direct  my 
question  to  the  Secretary  of  Agriculture. 

Mr.  Secretary,  how  much  revenue  is  raised  by  the  excise  tax  on 
sugar? 

Secretary  Butz.  About  $110  million. 

Mr.  Wampler.  T\Tiat  percentage  of  that  is  domestic  sugar? 

Secretary  Butz.  A  little  more  than  half  of  it.  I  do  not  know  if 
we  have  the  exact  figures — 55  percent  domestic. 

Mr.  Wampler.  Then  of  course,  the  remainder  would  be  foreign 
sugar? 

Secretary  Butz.  That  is  correct. 

Mr.  Wampler.  What  would  the  effect  of  a  limitation  of  payments 
of  $25,000  be  on  the  domestic  producers  of  cane  sugar? 

Secretary  Butz.  Well,  it  would  have  a  very  disastrous  effect  on 
this,  because  a  substantial  amoimt  of  our  acreage  is  in  sufficient 
<iuantities  that  payments  have  exceeded  the  $20,000  figure.  I  have 
some  figures  before  me,  for  example. 

The  number  of  farms  here  that  receive  payments  in  excess  of 
$20,000,  for  example — I  have  this  summarized,  but  as  far  as  acre- 
age is  concerned,  I  would  judge  that  three-fifths  of  the  acreage 
received  payments  in  excess  of  $20,000. 

Is  that  right,  Mr.  Calcagnini? 

Mr.  Calcagnini.  Yes,  that  is  right. 

Secretary  Butz.  Approximately  three-fifths  of  this  sugar  was 
produced  in  situations  where  payment  was  in  excess  of  $20,000. 

Mr.  Wampler.  This  applies  to  cane  producers  only? 

Secretary  Butz.  Yes  sir,  that  would  just  be  cane,  but  a  substan- 
tial share  of  beet  likewise  exceeds  that. 

Sir.  Wampler.  I  was  under  the  impression  that  it  would  not  have 
as  dramatic  an  effect  on  domestic  beet  producers  as  it  would  on  cane 
producers? 

Secretary  Butz.  That  is  right.  It  would  have  its  major  effect  on 
cane  producers,  but  would  have  a  substantial  effect  on  beet  pro- 
ducers, too. 

Mr.  Wampler.  What  would  a  limitation  of  payments  do  to  the 
domestic  cane  industry  in  the  State  of  Hawaii?  Can  you  tell  us 
that  in  particular? 

Secretary  Butz.  I  am  not  that  familiar  with  Hawaii. 

Mr.  Frick,  can  you  answer  that? 

Mr.  Frick.  Yes;  Mr.  Congressman,  it  would  have  a  dramatic 
•effect  on  reducing  their  net  income  figure. 

Mr.  WA3iPLER.  It  would  be  disastrous,  would  it  not? 

Mr.  Frick.  Yes  sir. 
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Mr.  Wampleil  Mr,  Katz,  in  your  statemGnt,^  you  indicated  that 
each  major  quota  country  had  assured  us  of  its  intention  to  meet  its 
full  quota  in  1974.  Then  you  asked,  I  beJieve,  for  a  3-year  extension 
of  the  Sugar  Act.  What  woiild  be  tlie  practical  effect  if  we  extended 
the  act  for  3  years?  Do  you  think  the  foreign  producers  would  meet 
their  quotas  in  subsequent  years?  Would  not  a  5-year  extension  of 
the  act  assure  us  of  a  gi"eater  possibility  or  probability  that  the 
exporting  countries  will  know  their  quotas? 

Mr*  Kai'Z*  Mr,  Congreasman,  I  do  not  think  whether  it  is  a  3 
year  or  a  5-year  act  would  have  a  material  effect  on  performance- 
Certainly,  a  continuation  of  quotas  would  provide  an  incentive  to 
countries  meeting  their  quotas  this  year.  I  think  that  is  clear*  A 
5-year  act — I  suppose  you  could  make  the  argument  that  it  might 
act  as  a  disincentive  in  later  yeara  because  there  would  be  a  longer 
period  for  the  Congress,  before  which  the  Congress  would  again 
review  the  act.  But  in  truth,  Sir.  Congressman,  I  %vould  say  it 
would  not  have  a  material  effect  whether  it  was  3  years  or  5  years. 

Mr,  WAMPIJ5K,  Mr.  Katz,  for  the  record,  would  you  tell  us  what 
the  status  of  the  Cuban  quota  is  at  this  moment? 

Mr.  Katz*  Well,  it  is  suspended  under  the  law.  There  is  a  reserve 

eof  800,000  tons  for  Cuba  which  is  distributed  to  Western  Hemisphere 
countries.  (Mr,  KatE  later  submitted  the  foUo^ving:) 
Pursuant  to  section  202(d)  (1)  (A),  the  Cuban  quota  is  distributed  to  aU  sup- 
plying countries  pro  rata  up  to  a  consumption  estimate  of  10  milUon  tons.  Over  10 
mlUiou  tons  the  quota  is  distributed  entirely  to  Western  Hemisphere  countries. 
Mr.  Wamplee.  Could  you  inform  the  committee  of  any  immediate 
prospects  of  restoring  economic  relations  with  Cuba  or  the  prospects 
of  any  improyement  m  that  regard.  What  I  am  trying  to  say  is 
there  any  prospect  of  lifting  the  suspension  of  the  quota? 

Sir.  Katz.  Mr.  Congressman,  there  is  no  change  in  our  policy  at 
this  moment  and  I  would  not  wish  to  speculate  on  what  the 
prospects  are, 

Blr,  Wamfler,  Thank  you. 

The  Chaihman,  Mr*  de  la  Garza? 

Mr-  DE  LA  Gakza,  Mr,  Secretarj^,  listening  to  your  statementj  do 
you  propose  that  we  haye  no  legislation  at  all! 

Secretary  Burz,  No  sir*  I  think  we  basically  back  the  act,  the  bill 
that  is  before  you  here  for  extension.  We  just  suggest  some  chanj^es 
in  this.  My  testimony  did  not  deal  with  the  question  of  allocation 
of  production  between  on-shore  and  off-shoi^e  producers  on  the  ques- 
tion of  quotas.  The  chief  things  that  we  are  interested  in  here  are, 
one,  havmg  this  act  terminate  at  the  same  time  the  other  major  acts 
terminate  so  that  tlie  Congress  has  a  chance  to  examine  them 
altogether,  and  that  primarily  because  we  are  in  a  situation  now 
where  there  is  intense  competition  for  all  of  our  acres  in  American 
agriculture. 

Second,  I  think  you  ou^ht  to  examine  this  question  of  allotments 
within  the  continental  United  States  here,  which  we  feel  are  inhibit- 
ing desirable  geographical  sliifts  m  production  that  might  otherwise 
take  place. 

And  third,  in  yiew  of  the  gi^eat  and  real  prospect  that  the  $20,000 
payment  limitation  will  be  extended  to  this  as  it  has  been  to  other 
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legislation — and  that  is  something  you  have  to  assess  yourself  but 
as  I  read  the  sentiment  of  this  body  of  Congress  right  here,  there 
is  a  strong  disposition  to  do  that — I  think  you  have  to  look  very 
critically  at  this  question  of  the  excise  tax  and  the  payments.  Of 
course,  we  have  a  $20,000  payment  limitation.  Under  our  present 
system,  it  is  going  to  wreak  havoc  on  many  of  the  producing  areas. 
Those  are  the  three  questions  we  think  you  ought  to  look  at  very 
gravely  as  you  extend  the  Act. 

JMr.  DE  LA  Garza.  If  you  take  out  those  three  things,  then  you 
have  no  act? 

Secretary  Butz.  Oh,  yes,  indeed  you  do.  You  have  an  allocation 
of  production  as  between  the  domestic  producers  and  the  off-shore 
producers.  You  have  the  philosophy  of  the  price  corridor,  the  min- 
imum prices.  You  have  still  the  question  of  determination  of  the 
domestic  requirements,  which  is  the  way  you  affect  the  price 
domestically.  There  are  many,  many  things  in  the  act  yet. 

Mr.  DE  LA  Garza.  My  main  concern  was  that  the  thrust  of  your 
statement  seems  to  be  to  turn  the  producer  loose  and  let  him  seek  a 
return  for  his  investment  in  the  open  market  without  any  inter- 
cession or  intervention  by  the  Government  at  all.  Is  this  correct? 

Secretary  Butz.  Oh,  I  do  not  mean  to  convey  that  impression. 
You  have  this  philosophy  of  the  price  corridor  here  that  obviously 
is  in  the  bill  before  the  Congress.  I  think  you  have  to  examine  that 
very  carefully.  If  you  eliminate  the  excise  tax  and  the  payments, 
the  price  corridor  needs  raising.  I  understand  that  later  there  will 
be  testimony  that  the  price  corridor  itself  be  changed  so  that  there 
be  a  minimum  price  with  no  real  effective  ceiling  on  it,  as  there  is 
now  in  the  present  price  corridor.  I  do  think  you  should  look  very 
carefully  at  this  question  of  allotments  on  the  domestic  share  of  the 
sugar,  of  our  total  sugar  requirements  here. 

We  are  in  a  situation,  as  I  have  pointed  out,  where  in  California, 
beets  are  going  to  have  to  compete  for  acreage  with  cotton,  espe- 
cially in  the  California  areas.  In  the  Colorado  areas  and  elsewhere, 
they  are  going  to  have  to  compete  in  the  irrigated  sections  with 
corn,  with  wheat,  and  perhaps  even  with  soybeans.  We  are  in  a 
2>eriod  now  of  intense  competition  for  acreage  for  all  of  these  crops 
and  the  alternatives  to  sugar  beets  are  pretty  attractive  in  some 
areas.  I  am  afraid  if  you  continue  to  have  a  system  of  national 
quotas  here — ^national  allotments,  I  should  say — ^you  will  find  pro- 
cessors very  hard  put  to  get  required  acreage  in  some  areas. 

Sir.  DE  LA  Garza.  Are  you  suggesting  that  we  release  acreage 
domestic- wise,  is  that  it,  to  whoever  wants  to  plant? 

Secretary  Butz.  Kelease  acreage  to  what? 

Mr.  DE  LA  Garza.  In  the  domestic  field? 

Secretary  Butz.  Yes;  I  think  that  there  is  real  merit  in  doing 
that,  which  would  permit  shifts  then  to  areas  where  there  are  real 
geographic  advantages  in  producing  beets.  I  am  talking  now 
primarily  about  the  beet  industry.  There  are  some  areas  of  the 
United  States — specificalljr,  I  am  thinking  of  the  Red  River  Valley, 
for  example — where  I  think  beets  have  a  natural  advantage  and 
can  compete  for  acreage.  I  think  you  are  going  to  see  rather  severe 
competition  for  acreage  in  some  parts  of  California  and  some  parts 
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of  Colorado,  for  example.  It  may  very  well  be  that  acreage  will  gty 
down  there  without  a  corresponding  increase  in  other  at^eas  where 
there  is  a  natural  gcograpliic  advantage. 

In  other  areas,  we  have  seen  crops  shift  geographically  to  other 
ai-eas,  wliich  I  think  is  of  an  advantage  to  American  agriculture 
and  of  advantage  to  other  producers. 

Mr<  DE  LA  Garxa,  Thank  voUt  I  have  taken  too  much  time,  51r^ 
Chairman. 

The  Ohairman*  Thank  you,  Mr.  de  la  Garza, 

Mr*  Mayne? 

Mr.  Matnk.  Thank  yon,  Mr.  Chairioan. 

Mr,  Seci'etary,  what  do  you  say  to  the  argument  that  we  have 
■AjBard  in  past  years  when  we  have  been  considering  this  type  of 
^^gislation  that  we  have  to  have  the  quota  system  to  insure  adequate 
supplies?  1  mean  quotas  for  foreign  countries  to  insure  adequate 
supplies  here  in  tlie  United  States  in  times  of  critical  world  short- 
ages? How  do  you  respond  to  that  argimientj  which  I  am  sure  will 
be  made? 

Secretary  Biitz*  Well,  I  think  perliaps  Mr.  Jvatz  is  better  able  to 
answer  that  than  I  am.  But  in  the  current  situation,  I  tliink  in  the 
absence  of  a  quota  system,  either  the  domestic  pi'ice  of  sugar  would 
have  gone  higlier  or  we  would  not  have  gotten  our  supplies-  I  think 
that  is  fairly  plain  with  the  spread  we  have  between  domestic 
prices  and  the  foreign  prices  at  the  moment.  Mr,  ICatz  has  pointed 
out  it  is  very  plain  that  some  of  our  foreign  suppliers  have  in  fact 
made  their  connnitment  to  protect  their  own  mai'ket. 

I  am  sure  this  spread  between  domestic  prices  and  foreign  prices 
will  not  always  exist.  But  on  the  other  hand,  I  dare  say  in  the 
absence  of  these  tight  conti'ols  we  have,  the  domestic  price  would 
have  risen  high  enoiigii  to  atti'act  sugar  from  offshore. 

Mr.  Matste.  Then  I  take  it  you  feel  if  we  did  not  have  the  quota; 
system,  the  American  prodncer  of  beet  sugar  would  be  getting  a 
more  attractive  price  and  would  have  increased  his  production*  Is 
that  your  statement? 

Secretary  Birrz»  No;  I  do  not  know  that  I  can  say  that.  Pleas© 
understand  when  I  talk  about  the  elimination  of  quotas,  I  am 
talking  about  the  American  share  of  the  market.  I  am  not  address- 
ing myself  to  the  question  of  the  share  of  our  market  that  is  onshore 
and  offshore  here. 

In  the  longer  run — let  me  put  it  this  way:  In  the  present  situa- 
tion, I  think  it  is  fairly  clear  that  in  the  absence  of  this  quota 
system,  the  domestic  price  of  sugar  would  have  been  higher;  we 
simply  would  have  had  to  pay  more  to  attract  the  sugar » 

Mr,  IMatne.  Well,  if  that  is  saying  something  different  than 
answerbig  the  last  cjuestion  that  I  addressed  to  you  affirmatively, 
the  semantics  escape  me.  It  seems  to  me  you  ai^  saying  that  if  w? 
did  not  have  this  quota  system  today^  prices  would  be  higher  in  the 
United  States  for  sugar  production  and  producers  of  sugar  beets 
would  be  encouraged  by  a  higher  price  for  tlieir  product. 

Secretary  Bittk.  I  tliink  that  is  a  fair  statement, 

Mr.  JVLvYNE.  Has  there  been  a  marked  increase  in  sugar  demand 
in  recent  years? 
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Secretary  Burz.  Well,  there  has  been  an  increase  in  demand.  I  do 
not  know  that  you  would  call  it  marked. 

Mr.  SIayne.  Could  you  give  us  some  idea  of  that? 

Se<;retary  Burz.  Mr.  Calcagnini,  will  you  respond  to  that? 

Mr.  Calcagkini.  Our  per  capita  consumption  has  remained  about 
constant  over  the  last  few  years,  at  about  102  pounds  refined  sugar 
per  person. 

Mr.  Mayne.  But,  of  course,  we  have  a  great  many  more  persons? 

Mr.  Calcagnini.  In  that  respect,  it  has  grown,  yes;  about  175,000 
tons  a  year. 

Mr.  Mayne.  What  about  world  demand? 

Mr.  Calcagnini.  The  world  demand  has  been  increasing  at  a  rate 
of,  I  believe  it  is  about  214  percent  per  year. 

Mr.  Mayne.  Now,  Mr.  Secretary,  do  I  understand  that  you  are 
proposing  that  this  increased  demand  be  supplied  through  the  price 
mechanism  in  a  free  market  without  the  quota  system? 

Secretary  Burz.  No,  I  am  not  suggesting  that  as  between  the 
American  share  of  this  market  and  the  offshore  share.  As  Mr.  Katz 
just  testified,  these  are  questions  that  go  beyond  the  responsibility 
of  the  Department  of  Agriculture  here.  I  am  not  suggesting  any 
change  in  the  share  of  the  quota  as  between  domestic  producers  and 
offshore  producers.  I  address  myself  to  that  share  that  is  produced 
domestically.  And  I  think  we  ought  to  move  in  the  direction  of* 
freeing  up  our  producers  on  that  share  of  the  domestic  production 
to  increase  their  acreage  beyond  the  historical  allotments  we  now 
give  them  or  to  decrease  to  permit  geographical  shifts  within  the 
country,  as  we  do  in  fact  do  right  now  with  our  feed  grains  and 
wheat  and  so  on. 

Mr.  Mayne.  Thank  you. 

Mr.  Katz,  how  many  foreign  countries  are  presently  sharing  in* 
the  800,000  tons  that  was  formerly  reserved  for  Cuba? 

Mr.  Katz.  Mr.  Mayne,  the  Western  Hemisphere  producers — well, 
there  are  20,  and  that  includes  the  West  Indies  as  a  group. 

Mr.  Mayne.  Are  they  the  only  countries  that  share  in  it? 

Mr.  Katz.  Yes  sir.  [See  previously  corrected  testimony,  p.  12.] 

Mr.  Mayne.  I  would  ask  what  would  your  opinion  be  of  the  effect 
on  our  relations  with  those  countries  if  that  800,000  tons  were  to  be 
assigned  back  to  Cuba  ? 

Mr.  Katz.  Well,  I  am  sure  they  would  not  like  it.  That  goes  with- 
out saying.  On  the  other  hand,  it  is  a  quota  that  is  reserved  for  Cuba 
and  they  are  on  notice  that  that  is  not  a  part  of  their  permanent 
quota. 

Mr.  Mayne.  Well,  it  would  create  a  very  major  problem  for  many 
of  these  countries,  would  it  not  ? 

Mr.  Katz.  Well,  I  am  not  sure  that  it  would.  As  I  say,  they 
would  not  like  the  loss  of  the  U.S.  market,  but  the  world  market 
has  to  be  looked  at  as  a  whole.  If  Cuba  were  to  reenter  our  market, 
it  would  vacate  other  markets.  So  there  would  be  some  rearrange- 
ment of  trade.  It  is  not  trade  that  they  would  lose  in  an  absolute 
sense. 

Mr.  Mayne.  Thank  you. 

Thank  you,  Mr.  Chairman. 
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The  Chairman.  Thank  you,  Mr.  Mayne. 

Mr.  Karick? 

Mr.  Earick.  Thank  you  very  much,  Mr.  Chairman. 

INIr.  Secretary,  it  is  good  to  see  you  today.  I  must  compliment  you 
on  a  fine  statement  that  you  have  made  on  behalf  of  the  market- 
oriented  agricultural  system,  which  you  have  certainly  been  advo- 
cating in  our  country.  May  I  ask,  since  you  have  been  silent  on  the 
offshore  or  the  foreign  quota  which  has  continued  to  be  advocated 
by  Mr.  Katz,  if  you  do  not  feel  that  continuing  to  give  quotas  or  a 
monopoly  on  our  market  to  foreign  producers  would  interfere 
greatly  in  any  free  market  concept  with  our  consumers. 

Secretary  Burz.  I  think  any  quota  arrangement  like  that  would 
interfere,  Mr.  Congressman.  I  do  not  know  whether  it  would  inter- 
fere greatly  or  not.  But  this  is  a  diplomatic  question  you  raise  here. 

Speaking  strictly  as  Secretary  of  Agriculture,  I  would  like  to  see 
our  domestic  producers  have  a  chance  at  as  much  of  this  market  as 
they  want.  That  is  my  personal  position  as  Secretary  of  Agriculture. 
I  recognize  fully  that  the  U.S.  Government  position  has  to  be 
recognized  as  differing  moderately  in  this  respect. 

Mr.  Karick.  You  don't  feel  that  our  domestic  producers,  espe- 
cially those  on  the  mainland,  could  effectively  compete  with 
imported  sugar? 

Secretary  Burz.  No  sir,  I  am  not  getting  into  that.  My  statement 
did  not  address  itself  to  the  question  of  the  share  of  the  market  that 
would  be  taken  by  the  U.S.  producer  and  by  the  offshore  producer. 
All  I  say  is  let  us  free  up  the  onshore  producer  to  increase  his  acre- 
age or  shift  as  he  may  choose  to  do  so,  based  on  his  economic 
advantage. 

Mr.  Rarick.  There  is  no  question  that  removing  offshore  quotas, 
if  the  domestic  producer  could  make  money,  he  would  shift 

Secretary  Burz.  In  that  case,  we  have  to  do  as  we  do  right  now, 
adjust  our  domestic  quotas  within  the  confines  of  this  country.  We 
do  that  right  now. 

Mr.  Rarick.  Has  the  Department  considered  the  bidding  by 
foreign  suppliers  on  a  quarterly  rather  than  an  assigned  quota? 

Secretary  Burz.  I  am  not  aware  of  it.  It  has  not  been  under 
active  consideration. 

Mr.  Rarick.  I  believe,  Mr.  Chairman,  the  last  time  the  Sugar  Act 
was  up  advocating  that  after  the  mainland  producers  had  accounted 
for  their  production,  any  outstanding  needs  be  filled  by  bids  from 
foreign  producers  competing  against  each  other. 

You  are  not  advocating  this  concept? 

Secretary  Burz.  No  sir. 

Mr.  Rarick.  Sir,  it  is  in  the  Department's  interest  to  maintain  a 
stable  and  satisfactory  mainland  sugar  producing  industry,  is  that 
not  correct? 

Secretary  Burz.  Yes  sir. 

Mr.  Rarick.  You  do  not  advocate  complete  dependence  on  foreign 
producers  for  our  sugar  supply  ? 

Secretary  Burz.  No  sir,  nor  on  our  domestic  producers  for  it, 
either. 
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Mr.  Karick.  I  believe  we  are  experiencing  a  showing  of  what 
happens  by  placing  too  much  dependence  on  foreign  suppliers  of 
our  energy,  is  that  not  correct? 

Secretary  Burz.  Yes  sir. 

Mr.  Rarick.  Mr.  Katz,  isn't  the  sugar  quota  for  Cuba  more  or  less 
fiction  and  theoretical  ? 

Mr.  Kjltz.  Well,  it  has  been  suspended  for  some  13  years  now. 

I  would  like  to  think  that  there  is  some  possibility  that  it  is  more 
than  just  fictional. 

Mr.  Rarick.  Well,  in  your  statement,  you  indicate  that  Cuba 
cannot  supply  their  allies,  the  Soviet  Union.  So  certainly,  if  we 
were  to  give  a  quota  to  Cuba,  they  could  not  fulfill  it,  could  they? 

Mr.  iSltz.  Well,  in  a  normal  relationship  with  Cuba,  a  normal 
economic  relationship,  it  would  seem  that  the  United  States  would 
be  a  natural  customer  for  some  significant  portion  of  its  production, 
just  as  the  other  countries  in  the  Caribbean  area  are.  Now,  I  do  not 
think  it  would  be  either  in  our  interest  or  even  necessarily  in  the 
interest  of  Cuba,  but  certainly  not  in  our  interest,  to  take  all  of 
Cuba's  production  or  to  be  that  dependent  on  one  country.  But  in 
a  normal  economic  relationship  with  Cuba,  which  I  think  we  have 
to  assume  one  day  may  return,  this  would  be  a  very  natural  kind 
of  trade. 

Mr.  Rarick.  Well,  it  is  reassuring  to  hear  a  member  of  the  State 
Department  talk  about  normal  relationships.  But  I  am  sure  you 
are  aware  that  over  700,000  Cubans  have  voted  to  escape  to  the 
United  States  where  they  have  become  a  most  productive  and  agree- 
able source  of  labor  and  activity  in  our  country.  In  fact,  many  of 
them  were  sugar  producers  and  sugar  experts  in  Cuba  who  now 
live  in  Louisiana  and  Florida  where  they  are  involved  in  mainland 
production.  Perhaps  a  part  of  any  Cuban  sugar  quota  should  be 
assigned  to  Louisiana  and  to  Florida.  I  doubt  that  Cuba  under 
Castro,  could  come  anywhere  near  supplying  what  is  referred  to  as 
the  Cuban  sugat  quota;.  The  Cuban  capability  just  does  not  exist. 
They  do  not  have  the  know-how,  the  machinery  or  the  incentive. 
They  could  only  be  restored  to  their  potential  if  we  retooled  their 
machinery  and  exported  some  of  their  know-how.  It  would  be  inter- 
esting to  know  how  the  State  Department  would  induce  some  of 
our  Cubans' to^retarn  to  their  homeland. 

Mr.  Katz.  I  do  not  think  we  have  any  intention  of  doing  that. 

Mr.  Rarick.  There  might  be  some  opposition  from  Americans 
who  find  Cubans  as  reliable  citizens  and  good  Americans. 

Mr.  Secretary,  we  were  talking  about  the  serious  effect  of  pay- 
ment limitations  on  our  mainland  producers.  Would  you  not  also 
say  that  a  payment  limitation  on  domestic  producers,  would  have 
a  very  serious  ultimate  effect  on  the  American  consumers? 

Secretary  Burz.  A  very  serious  effect  on  American  consumers? 

Mr.  Rarick.  Yes. 

Secretary  Burz.  No  sir,  I  do  not  think  so.  At  the  present  time» 
we  do  not  have  any  payment  limitations  under  the  existing  act  and 
I  do  not  think  this  has  had  any  impact  on  American  consumers. 

Mr.  Rarick.  But  if  we  instituted  a  $20,000  payment  limitation? 
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Secretary  Butz.  I  think  if  we  di<i  that,  we  would  tend  to  raise 
the  net  cost  of  producing  sugar  in  this  country,  because  there  would 
be  a  very  serious  impairment,  I  think,  on  the  scale  of  operation. 
There  is  considerable  evidence  that,  we  do  get  more  efficient  pro- 
duction on  larger  scale  operations. 

Mr.  Rarick.  The  ultimate  loser,  then,  could  very  definitely  be 
the  American  consumer? 

Secretary  Butz.  It  could  be  argued  that  way. 

Mr.  Rarick.  Thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  tlarick. 

Mr.  Zwach? 

Mr.  Zwach.  Thank  you,  Mr.  Chairman. 

I  appreciate  the  presentation  of  you  two  gentlemen.  I  would  like 
to  get  a  historic  picture  of  the  percentage  of  our  sugar  supplies 
that  we  have  raised  in  our  own  country.  Do  you  happen  to  have 
that  for  1973? 

What  percentage  of  our  own  production  consumed  in  the  United 
States  was  produced  in  the  United  States? 

Mr.  Katz.  Well,  it  is  roughly  55  percent  domestic  and  5  percent 
foreign  and  it  has  not  materially  changed  in  recent  years.  I  could 
not  off  the  top  of  my  head  give  it  to  you  for  many  years  back  be- 
fore that,  but  we  w;ould  be  glad  to  supply  that  for  the  record. 

Mr.  Zwach.  I  would  appreciate  it,  but  basically,  there  has  not 
"been  any  appreciable  change  in  the  last  5  years,  8  years,  10  years? 

Mr.  Katz.  I  would  say  certainly  not  in  the  last  5  or  7  years. 

Mr.  Calcagnini  tells  iiie  it  has  been  basically  that  way  since 
1934. 

Mr.  Zwach.  I  was  under  the  impression  that  the  imports,  the 
percentage  of  imports,  had  gone  up  somewhat. 

Mr.  Katz.  I  must  say  that  that  was  my  impression,  too. 

Mr.  Zwach.  And  the  imports  had  gone  down  somewhat. 

Mr.  Katz.  That  was  my  impression,  too,  but  perhaps  we  had 
better  supply  that  for  the  record. 

Mr.  Zwach.  I  would  like  to  have  that. 

[The  above  referred  to  information  follows :] 

PERCENTAGE  OF  U.S.  SUGAR  SUPPLY  FROM  DOMESTIC  AND  FOREIGN  AREAS;  1960-73 


Domestic 

Foreign 

Domestic 

Foreign 

1960 

48 

56 

52 

44 

1967 ,. 

57 

43 

1961 

1968 

55 

45 

1962 

'            53 

47 

1969 

.            55 

45 

1963 

57 

43 

1970.... 

55 

45 

1964 

61 

39 

1971 

52 

48 

1965 

61 

39 

1972 

54 

46 

1966 

58 

42 

1973 

54 

46 

Mr.  Zwach.  Now,  it  seems  to  me  that  you  gentlemen  and  this 
committee  ought  to  do  nothing  that  would  discourage  domestic 
production  when  so  large  a  part  of  our  consumption  already  is  im- 
ported. Would  you  gentlemen  agree  with  that,  that  what  legisla- 
tion we  do  enact  ought  to  be  constructive  and  ought  perhaps  to  en- 
courage domestic  growth  of  our  sugar  program? 
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Secretary  Burz.  Yes  sir,  I  certainly  feel  that  way  as  long  as  we 
can  do  it  efficiently  and  meet  competition.  I  feel  we  can. 

Mr.  ZwACH.  You  feel  we  can  meet  that  competition? 

Secretary  Burz.  Yes  sir. 

Mr.  ZwACH.  I  wonder,  what  is  the  amount  of  imports  that  we 
have  sent  in,  the  amount  of  dollars  of  import  in  our  balance  of 
payments?  I  am  trying  to  get  the  picture  of  that.  What  is  the 
amount  of  sugar  imports  in  1973? 

Mr.  Katz.  About  $900  million. 

Mr.  ZwACH.  Close  to  $1  billion? 

Mr.  Katz.  That  is  pretty  close,  yes  sir. 

Mr.  ZwACH.  Now,  is  it  now  true  that  the  American  production 
plant  is  quite  obsolete?  There  is  a  lot  of  obsolescence  in  our  sugar 
industry,  and  if  we  are  going  to  maintain  our  percentage  of  pro- 
duction and  maybe  close  the  gap  a  little — which  I  think  would  be 
desirable — we  are  going  to  have  to  encourage  sugar  people,  give 
them  some  confidence  with  regard  to  a  program  so  that  they  will 
make  investments?  In  my  district,  for  example,  investment  now 
in  a  sugar  beet  mill  is  $50  million,  a  total  of  $50  million.  Now,  that 
is  one  of  the  few  in  the  whole  country.  But  it  has  been  tough  to  get 
the  money,  it  has  been  tough  to  make  these  things  pay  out,  and 
it  seems  to  me  that  we  must  have  a  governmental  policy,  a  Sec- 
retary of  Agriculture  policy  that  will  not  discourage  this  develop- 
ment. It  seems  to  me  that  that  is  fundamental  as  we  look  toward 
retaining  our  share  of  the  sugar  production,  and  I  think  it  ought 
to  be  bigger,  for  that  matter,  I  think  we  ought  to  be  producing 
^0  percent  or  better  of  our  sugar.  We  do  not  want  to  take  away 
the  sweet  tooth  in  America  and  put  it  under  foreign  control  as  we 
liave  in  petroleum  and  so  on.  We  might  be  getting  into  some  prob- 
lems. But  I  would  hope  that  we  are  constructive  and  encouraging 
5u^ar  production. 

Do  you  agree  with  that? 

Secretary  Burz.  Yes  sir,  as  long  as  it  is  competitive. 

Mr.  ZwACH.  Well,  certainly,  we  have  always  been  competitive  in 
America.  Agriculture  has  been  competitive,  as  you  know. 

I  think  that  is  all,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Zwach. 

Mr.  Bergland? 

The  Chair  is  calling  on  its  members  in  the  order  in  which  they 
were  here  some  10  or  15  minutes  after  we  convened  this  morning. 

Mr.  Bergland.  Thank  you  very  much,  Mr.  Chairman. 

Gentlemen,  I  represent  the  Minnesota  side  of  the  Red  River 
Yalley  of  the  north,  which  is  rapidly  developing  into  one  of  the 
great  sugar  bowls  of  this  country. 

Secretary  Butz,  I  would  like  to  question  you  on  your  recommen- 
dation that  domestic  growers'  proportionate  share  of  marketing 
allotments  be  abandoned.  I  think  this  is  what  you  said,  did  you 
not,  sir? 

Secretary  Burz.  Yes  sir. 

Mr.  Bergland.  In  the  last  year,  we  have  seen  about  $60  million 
invested  in  two  new  mills  in  my  country  and  millions  more  are 
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planned  for  expansion  of  existing  facilities.  They  have  been  able 
to  attract  these  investments  largely  because  the  industry  has  been 
fairly  stable.  Xow,  my  concern  is  that  even  though  we  have  not 
used  proportionate  shares  si  net  ^  1965  in  the  sugar  beet  business^ 
the  fact  that  they  are  available  as  a  standby  authority  to  prevent 
price  collapse  has,  in  my  judgment,  served  as  an  incentive  to  the 
expansion  of  the  industry  in  my  district.  Do  you  not  fear  that  if 
WB  termmate  the  standby  authority  of  propoil innate  shares,  this 
could  lead  to  a.  weakening  of  confidence  in  the  industry  because 
of  the  fear  that  prices  may  drop  drastically  and  that  the  return 
on  that  investmeiit  would  therefore  not  be  attractive? 

Secret aiy  Burz-  Well,  you  have  a  multisided  question  there, 
Mr.  Bergland.  First,  as  long  as  you  have  a  concept  of  a  price  corvi- 
dor,  some  type  of  minimum  price  guarantee,  I  think  the  fear  of  a 
price  drop  which  you  mention  is  not  a  very  real  feai"* 

Secondly^  it  is  true  that  investment  has  come  into  your  territory. 
I  think  it  could  l>e  argued  that  in  the  absence  of  the  standby  au- 
thority for  proportionate  shares,  investment  might  have  come  more 
rapidly  into  your  territory. 

I  think  your  territory  is  one  of  the  natural  territories  for  beet 
production  in  the  United  States.  I  think  if  we  follow  the  policy 
of  not  having  proportionate  shares  within  the  United  States,  you 
would  see  a  still  more  rapid  shift  to  that  area,  I  think  farm  man- 
agement people  would  argue  that.  You  would  see  the  same  kind 
of  geographic  shifts  in  beet  production  that  we  have  seen,  for 
example,  in  cotton  production,  in  wlieat  production,  and  in  feed 
grain  production,  as  we  freed  up  these  acreages  and  did  not  tie  J 
oui^elves  to  an  historical  base.  That  is  the  basis  of  our  recommen-  ■ 
dation.  In  your  case,  I  sliould  think  you  would  favor  our  recom- 
mendation. 

Mr,  Bergt^xd,  Would  the  same  logic  apply  to  our  sugarcane 
industry,  which  has  been  under  proportionate .  allocation  for  15 
years  ? 

Secretary  Btjtz,  To  a  certain  extent,  T  think  the  competition  in 
the  cane- producing  areas  is  not  as  intensive  as  the  crops  in  the  beet 
producing  areas.  What  I  am  saying  is  the  price  of  coi^n  being  what 
it  is  and  the  price  of  cotton  being  what  it  is,  the  competition  is  m 
quite  intense  in  many  of  these  beet  producing  areas,  ■ 

Mr.    Behgland.    You   have   recommended   that   the   sugar   excise     ' 
tax  and  the  sugar  payments  be  alx)lislied  and  thei'e  Ije  an  increase 
in  the  corridor  of  price.  How  much  of  an  increase  would  be  neces- 
sary to  compensate  for  loss  of  payments? 

Secretary  Burz.  That  is  a  t-echnical  question.  Our  payments  last 
year,  I  think^  averaged  about  TO  cents  a  hundred.  I  think  that  is 
right, 

Mr,   C.\LCAGNiisri,   Eight, 

SecT^tary  Bur^.  With  a  graduated  sale,  so  the  small  grower  got 
up  to  80  cents;  for  the  laiger  grower,  it  came  below  that  some- 
what. The  excise  tax  is  right  at  one-half — not  quite,  but  right  at  J 
one-half  cent.  If  I  take  just  round  figures  and  say  half  our  sugar  ■ 
is  produced  domestically  and  half  offshoi-e,  if  we  were  to  eliminate 
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the  excise  tax  across  the  board,  that  would  eliminate,  roughly,  let 
us  say,  roughly  1-cent-a-pound  equivalent  on  domestic  production. 
If  that  were  all  paid  to  domestic  producers,  you  would  have  to 
raise  the  corridor,  using  this  rough  arithmetic  I  have  used,  by 
about  1  cent.  However,  that  would  be  above  what  we  actually  paid 
them  last  year.  Our  average  payments  last  year  were  70  cents,  or 
seven-tenths  of  1  cent  per  pound.  I  would  think  other  things  being 
equal,  you  would  have  to  raise  the  corridor  by  somewhere  between 
three-quarters  of  1  cent  and  1  cent  to  make  returns  to  growers 
comparable. 

On  the  other  hand,  I  think  it  can  be  argued — ^this  you  cannot 
prove,  but  I  think  it  can  be  argued  that  a  substantial  part  of  the 
excise  tax,  collected  as  it  is,  would  ultimately  reflect  a  reduction  in 
the  payment  otherwise  made  to  growers.  I  think  it  can  be  argued 
that  way  because  of  the  fact  that  essentially  by  legislation,  we  set 
the  corridor  of  price.  We  have  maintained  the  corridor  of  price  in 
normal  times  by  estimating  the  domestic  requirement.  If  that  is 
true  and  to  the  extent  that  it  works  that  way,  I  think  it  could  be 
argued  that  the  excise  tax  is  largely  paid  by  producers.  If  that 
is  the  case,  to  the  extent  that  that  is  true,  removal  of  the  excise  tax 
would,  in  and  of  itself,  result  in  increased  payments  to  producers. 

Mr.  Bergland.  One  last  question,  Mr.  Secretary.  In  response  to 
a  question  put  by  my  colleague  from  Minnesota,  Mr.  Zwach,  you 
suggested  that  producers  be  in  a  position  to  compete.  With  whom? 
With  each  other  on  the  mainland  or  with  the  producers  in  the 
Caribbean  and  other,  less  expensive  countries  of  the  world? 

Secretary  Burz.  AVell,  both,  but  I  had  in  mind  primarily  with 
the  other  countries  of  the  world.  Right  now,  our  producers  are 
being  penalized,  as  you  know,  by  selling  their  sugar  right  now  at 
a  price  below  the  world  market,  as  they  have  for  much  of  the  last 
year.  Whether  that  condition  will  persist  nobody  knows.  Many 
people  think  it  will  not  persist.  But  they  are  being  penalized  at 
the  moment  because  they  are  not  allowed  to  compete.  I  personally 
do  not  like  that.  We  have  pushed  very  strongly  for  access  to  world 
markets.  We  are  not  a  net  exporter,  but  be  that  as  it  may,  I  do 
not  think  our  producers  should  be  penalized,  even  in  the  current 
situation,  as  they  are. 

Mr.  Bergland.  Thank  you,  Mr.  Chairman. 

Thank  you,  gentlemen. 

The  Chairmax.  Mr.  Sebelius? 

^Ir.  Sebelius.  Thank  you,  Mr.  Chairman. 

Good  to  see  you  again,  Mr.  Secretary  and  Mr.  Katz. 

Mr.  Secretary,  you  say  that  you  feel  any  sugar  limitation  should 
be  designed  to  permit  its  review  and  revision  with  other  major 
farm  legislation  when  its  renewal  comes  up  in  1977.  Would  you 
give  any  thought  to  wanting  to  amend  the  1973  act  before  1977 
to  accommodate  sugar  and  are  there  changes  which  you  may  want 
to  suggest? 

Secretary  Burz.  I  do  not  think  so,  Mr.  Sebelius.  Sugar  was  not 
put  in  that  General  Farm  Act  of  1973.  The  only  reason  we  made 
the  suggestion — Mr.  Katz  made  the  same  suggestion  if  I  inter- 
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preted  his  testimony  correctly,  that  this  act  be  made  to  terminate- 
at  the  same  time  as  the  major  Act — primarily  is  because  of  the  nevr 
situation  we  are  in,  with  allout  production,  with  every  acre  in  use^ 
everything  competes  for  every  acre.  I  think  it  is  wrong  for  this 
Congress  then  to  consider  any  particular  commodity  in  isolation. 
I  think  you  ought  to  have  them  altogether. 

Mr.  Sebelius.  Thank  you,  Mr.  Secretary.  Now  just  a  couple  of 
questions  that  I  just  do  not  know  the  answers  about  the  Sugar 
Act  and  how  it  works.  Without  payments,  how  does  the  production 
of  cane  sugar  compare  with  beet  sugar  in  the  United  States  as  far 
as  cost  of  production  is  concerned? 

Secretary  Burz.  I  do  not  have  that  answer. 

Do  you  have  the  cost  figures? 

Mr.  Calcagnini.  No  sir. 

Mr.  Frick.  I  think  we  could  say  that  your  most  productive  sugar 
beet  production  is  very  comparable  to  a  portion  of  the  cane  pro- 
duction. But  I  do  believe  that  the  most  efficient  cane  production  in 
the  United  States  surpasses  most  sugar  beet  production. 

Mr.  Sebelius.  Thank  you. 

Now,  is  the  payment  the  same  to  the  sugar  beet  producer  as  to 
the  cane  producer?  I  mean  the  domestic  payment? 

Secretary  Butz.  It  is  my  understanding  that  it  is.  Yes  sir,  on 
identically  the  same  scale. 

Mr.  Sebelius.  One  final  thing:  If  this  Congress  played  around 
with  an  amendment  again  to  limit  any  sugar  payment  to  $20,000,. 
would  that  wreak  havoc  on  the  industry? 

Secretary  Burz.  Yes  sir,  I  think  it  would  in  the  present  program. 
I  think  it  would  wreak  havoc  with  the  whole  sugar  producing  in- 
dustry in  the  United  States  if  we  got  a  $20,000  limitation. 

I  am  not  recommending  a  $20,000  payment  limitation.  I  opposed 
this  in  the  General  Farm  Act.  I  think  most  of  the  committee  op- 
posed it,  but  it  came  anyway.  I  am  just  being  realistic  that  we  may 
as  well  be  prepared  for  it  in  this  legislation. 

Mr.  Sebelius.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Denholm? 

Mr.  Denholm.  Thank  you,  Mr.  Chairman.  I  commend  Dr.  Butz 
and  Secretary  Katz  for  appearing  here  and  for  the  dignity  and 
diplomacy  with  which  they  have  presented  statements  for  the  rec- 
ord. I  detect,  maybe  not  correctly,  a  difference  in  philosophy  in 
your  positions  gentlemen,  but  at  least  you  are  maintaining  a  level' 
of  rapport  higher  than  some  of  the  people  in  the  administration 
at  this  time  of  comtempory  history. 

Secretary  Burz.  Well,  if  we  were  on  a  different  subject,  we  would 
probably  get  our  cotton  picking  fingers  into  some  difficulty. 

[Laughter.] 

Mr.  Denholm.  Did  both  of  you  testify  that  you  favor  a  3-year 
extension  of  the  Sugar  Act?  Is  that  correct? 

Secretary  Burz.  Yes  sir,  that  is  correct. 

Mr.  Denhodm.  I  have  reservations  about  that  proposition  but  that 
is  what  this  committee  and  what  the  Congress  did  3  years  ago.  I 
am  not  familiar  with  the  production  of  sugar  aroimd  the  world,  but  I 
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imderstaiid  that  production  time  varies  from  about  11  months  to  22 
months  for  a  crop  of  sugar.  Do  you  anticipate  that  we  will  attract 
substantial  capital  investments  for  the  refining  of  sugar  on  a  short- 
t^rm  basis,  or  are  we  depleting  the  capacity  to  produce  sugar  around 
the  world  and  ultimately  to  harvest  another  "shortfall"  experience 
on  the  short-term  program  while  seeking  long-term  answers  ?  What 
is  your  judgment  in  that  respect,  gentlemen.  Either  of  you? 

Secretary  Bur^.  I  do  not  fear  that  myself.  I  know  we  have  had  a 
protected  industry  in  past  years  when  the  American  price,  the  on- 
shore price,  was  above  the  world  price.  We  have  had  a  protected 
industry  with  some  guarantee  which  would  encourage  long-term 
investment. 

I  quite  agree  with  you,  you  do  not  make  a  $50  million  investment 
of  the  kind  Mr.  Zwach  mentioned  here  sometime  ago  without  some 
assurance  of  continuation.  On  the  other  hand,  I  personally  think 
that  we  are  in  a  new  ball  game  with  the  demands  on  agricultural 
resources  around  the  world  being  taxed  pretty  fully  in  the  years 
ahead,  ?is  they  are  right  now,  in  this  country  and  abroad.  I  mention 
that  in  this  country,  beets  especially  are  going  to  have  to  compete 
vigorously  with  corn  and  cotton  for  the  use  of  land.  I  think  that  is 
not  confined  to  this  country.  I  think  that  is  going  t^  be  true  in  other 
coimtries,  too.  So  I  do  not  fear  a  loss  of  confidence  of  investors  in 
the  future  of  the  sugar  industry  if  we  free  this  thing  up. 

Mr.  Denholm.  I  have  observed  in  my  limited  travel  that  people 
are  operating  refineries  that  are  aging  rather  quickly.  Capital  invest- 
ment is  not  being  committed  to  new  refineries.  It  is  common  knowl- 
edge today  that  we  have  errored  in  the  oil  industry.  We  have  ex- 
ported or  influenced  capital  and  technology  to  other  lands  which  we 
cannot  control.  Farmers  have,  for  25  years,  lived  out  of  depreciation 
and  on  appreciation.  They  are  refinancing  to  live  with  inflation, 
higher  interest  rates,  higher  taxes  and  increased  costs  of  production. 
You  make  a  point  in  your  testimony  today  that  farmers  have  a  $25 
billion  net  profit  for  1973.  Do  you  know  what  the  percentage  in- 
crease is  in  their  cost  of  production  in  ratio  to  their  income?  These 
are  the  statistics  that  are  meaningful  and  seldom  mentioned. 

Affluence  around  the  world  is  changing  the  labor  market.  I  am 
not  convinced  that  industry  can  replace  labor  with  sufficient  rapidity 
to  maintain  the  supply  of  sugar.  I  am  left  in  doubt  as  to  the  merit  of 
short-term  programs  for  long-term  answers. 

Now,  is  an  extension  for  3  years  really  enough  when  it  takes  22 
months  to  produce  a  crop  of  sugar  in  a  foreign  land? 

Secretary  Burz.  The  last  Act  was  for  3  years  and  that  did  not 
stop  a  $50  million  investment  from  going  in  up  in  Minnesota. 

Mr.  Denholm.  What  are  the  facts  around  the  world — ^in  countries 
that  supply  50  percent  of  our  domestic  sugar  market  demand  in  the 
United  States? 

Mr.  Katz.  Mr.  Denhohn,  as  I  said  in  my  statement,  there  is  some 
mixed  evidence  around  the  world.  In  some  countries  like  Brazil, 
there  is  quite  a  lot  of  new  investment  going  in.  There  is  some  in  the 
Carribbean  area.  I  do  not  think  that  investment  is  really  based  on  a 
consideration  of  whether  there  is  a  3-year  U.S.  Sugar  Act  or  a  5- 
year  U.S.  Sugar  Act.  I  think  it  is  really  based  on  a  calculation  of 
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what  the  long-term  market  looks  like,  whether  they  can  depreciate 
their  investment  over  10  or  12  years.  Clearly,  at  this  point,  there  is 
more,  there  is  a  need  for  more  investment  in  sugar  production  around 
the  world.  Whether  enough  of  it  is  going  in  is  just  not  clear  at  this 
point. 

Mr.  Denholm.  Can  you  answer  the  q^uestion,  please?  No  country 
in  the  world  has  a  higher  standard  of  living  than  we  have  or  a  higher 
per  capita  income  than  the  people  of  America.  How  is  it  that  people 
around  the  world  can  pay  more  for  sugar  and  the  world  market  can 
exceed  the  domestic  market?  Is  it  a  question  of  policy  or  is  that  a 
real  market? 

Mr.  Katz.  It  is  a  question  of  how  they  spend  their  income.  Some 
people  spend  it  in  one  way  and  other  people  other  ways. 

Mr.  Denholm.  That  is  becoming  true  in  all  things  not  just  in  the 
case  of  sugar.  It  is  generally  true  in  the  energy  market  in  the  world. 
There  is  no  place  in  the  world  that  gas  is  sold  for  less  than  it  is  in 
the  United  States,  is  there? 

Mr.  Katz.  That  is  right. 

Secretary  Burz.  Or  use  less  per  capita  than  in  the  United  States. 

Mr.  Denholm.  How  do  you  gentlemen  who  are  knowledgeable  of 
these  circumstances  justify  the  economics  of  the  world  market? 

Secretary  Burz.  If  I  get  your  question  right,  Mr.  Denholm,  it  is 
why  do  foreigners  pay  more  for  sugar  than  we  pay  for  it  right  here 
in  this  country.  Is  that  your  question? 

Mr.  Denholm.  Yes,  sugar  specifically  and  everything  in  general. 

Secretary  Burz.  I  think  that  traces  back  to  one  of  the  strange  idio- 
'  syncrasies  of  the  Sugar  Act  under  which  we  operate  right  now.  Some 
of  the  people  who  defend  the  Sugar  Act  are  saying,  well,  it  brings 
.  cheaper  sugar  to  the  American  consumer  than  he  would  have  in  the 
absence  of  the  Sugar  Act.  Well,  this  may  be  true,  but  I  think  the 
;  Sugar  Act  works  to  the  detriment  of  the  domestic  producer.  They 
!  are  bringing  cheaper  sugar  to  the  consumer  ostensibly  for  the  pur- 
I  pose  of  maintaining  their  position  in  the  world  market.  I  think  this 
\  brings  an  advantage  to  the  offshore  producer  to  the  extent  of  main- 
\  taining  his  market  in  the  American  producers'  area. 

INIr.  Denholm.  Thank  you. 

The  Chairman.  Mr.  Thone? 

Mr.  Thone.  I  have  a  short  disclosure  statement  that  I  would  like 
to  insert  in  the  record. 

For  12  years  just  preceding  my  election  to  Congress,  I  was  Ne- 
braska counsel  for  the  Great  Western  Sugar  Co.  of  Denver,  Colo. 
This  was  done  as  a  member  of  the  Lincoln,  Nebr.,  law  firm  of  Davis, 
Thone,  Bailey,  Polsky,  and  Hansen.  Upon  entering  the  Congress  in 
1971,  I  dropped  all  affiliation  with  my  old  law  firm.  I  currently  have 
no  financial  or  professional  interest  whatsoever  in  Great  Western. 
As  a  matter  of  fact,  top  management  and  its  organizational  structure 
have  turned  over  since  my  professional  service  with  that  company.  I 
have  no  conflict  of  interest  or  bias  regarding  this  legislation  and  in- 
tend to  participate  in  its  development,  but  did  want  this  disclosure 
to  appear  in  the  hearing  record  at  this  point  so  no  misunderstanding 
would  arise  later. 

I  have  no  questions  of  the  Secre 
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Secretary  Burz.  Mr.  Chairman,  I  would  like  to  observe  that  Mr. 
Thone's  counsel  to  Great  Western  must  have  been  of  great  value, 
because  since  he  disassociated  himself  from  the  company,  profits 
have  declined. 

[Laughter.] 

Mr.  Johnson.  I  would  like  to  also  observe,  Mr.  Chairman,  that 
the  president  of  the  company  switched  from  being  a  Kepublican  to 
a  Democrat  right  after  Mr.  Thone's  service  termmated. 

[Laughter.] 

The  Chairman.  The  Chair  would  like  to  ask  the  Secretary,  you 
suggested  that  by  fiscal  1975,  payments  to  farmers  will  be  less  than 
half  a  billion  dollars  chiefly  for  conservation  cost-sharing,  sugar, 
and  wool.  Now,  under  the  present  quota,  we  are  actually  taking  in 
more  money  from  the  taxes  than  we  are  paying  out,  is  not  that  cor- 
rect? 

Secretary  Burz.  That  is  probably  true.  I  was  not  talking  about  the 
cost  of  the  money,  I  was  talking  about 

The  Chairman.  So  there  is  no  cost  to  the  sugar.  On  the  price  of 
wool 

Secretary  Btjtz.  Wait  a  minute,  Mr.  Chairman.  I  cannot  sit  here 
without  rising  up  when  you  say  there  is  no  cost  to  the  sugar.  You  do 
not  pick  up  $100  million  out  of  the  thin  air.  It  came  from  somewhere. 

The  Chairman.  No,  you  picked  it  up  out  of  the  tax  on  the  sugar. 

Secretary  Btjtz.  That  is  the  particular  source  on  the  revenue,  l)ut 
we  did  in  fact  make  payments. 

The  Chairman.  What  I  am  saying  is  there  was  no  net  cost  to  the 
sugar  program,  was  there? 

Secretary  Burz.  Well,  there  was  a  net  cost  to  the  trade.  The  trade 
is  the — ^this  source  of  revenue  to  the  trade 

The  Chairman.  The  program  brings  in  the  tax.  The  program 
brings  in  the  revenue.  Now,  if  you  wipe  out  the  program,  if  we  wipe 
out  the  program,  you  won't  have  the  revenue,  will  you  ? 

Secretary  Btjtz.  Well,  that  is  quite  right. 

The  Chairman.  So  there  is  no  net  cost  to  the  program  is  what  I 
am  trying  to  say.  On  the  contrary,  over  the  life  of  this  program, 
there  has  been,  as  I  recall  it,  something  like  three-quarters  of  a 
billion  dollar  benefit  to  the  Federal  Treasury.  Is  that  not  about 
right,  Mr.  Calcagnini? 

Mr.  Calcagnini.  I  think  so,  sir. 

The  Chairman.  In  other  words,  all  I  am  trying  to  say  is  that  sugar 
has  more  than  paid  its  way. 

Secretary  Burz.  It  represents  an  income  transfer  payment  from 
one  sector  of  society  to  another. 

The  Chairman.  All  I  am  trying  to  point  out,  Mr.  Secretary,  is 
that  the  agriculture  programs  have  been  criticized  very  severely.  It 
seems  to  me  that  when  we  have  an  agricultural  program  that  is 
paying  its  own  way,  the  public  ought  to  recognize  it  rather  than 
assuming  that  we  are  putting  out  regular  money  on  a  program  when 
actually  it  is  bringing  in  more  than  it  is  putting  out.  That  is  all  I 
am  trying  to  suggest. 

As  to  wool,  you  are  suggesting  that  by  fiscal  1975 — and  of  course, 
nobody  knows  exactly  what  the  price  is  going  to  be  in  fiscal  1975, 
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but  if  prices  remain  where  they  are  at  the  present  time,  there  will 
not  be  a  dollar  cost  to  the  wool  program,  will  there? 

Secretary  Burz.  That  is  correct. 

The  Chairman.  So  I  just  want  to  get  clear  here  that  these  programs 
are  not  as  expensive  as  some  people  like  to  assume. 

But  let's  get  back  on  the  sugar  program.  You  did  not  mention 
anything  about  quarterly  quotas.  Do  you  think  it  is  a  good  idea  to 
have  them  or  not?  I  thought  that  in  trying  to  bring  sugar  into  the 
United  States,  it  might  be  helpful  to  go  back  to  quarterly  quotas. 
We  had  them  at  one  time.  What  is  your  suggestion  there? 

Secretary  Burz.  That  is  a  detail  with  which  I  am  not  familiar. 

Mr.  Calcagnini,  do  you  have  a  figure  for  that? 

Mr.  Frick.  Mr.  Chairman,  since  you  went  ahead  with  no  quarterly 
quotas,  why,  the  act  has  worked  without  them. 

The  Chairman.  Thank  you,  INIr.  Frick. 

Mr.  Frick.  So  we  have  no  further  position  on  it. 

The  Chairman.  So  you  think  it  would  not  be  wise  to  go  back  to 
quarterly  quotas? 

Mr.  Frick.  That  is  correct. 

The  Chairman.  There  has  been  considerable  discussion  of  placing 
sugar  on  the  basis  of  other  agricultural  commodities  and  having 
some  kind  of  target  price.  I  do  not  think  your  statement  actually 
said  you  contemplated  placing  the  priqe  of  sugar  at  a  target  price, 
but  I  gather  that  would  be  the  inference,  would  it  not  ? 

Secretary  Burz.  No,  we  earlier  had  some  discussion  about  target 
prices.  I  take  it  from  the  bill  that  has  been  introduced  up  here,  you 
want  to  continue  the  general  philosophy  of  the  price  corridor  and 
we  are  prepared  to  go  along  with  that,  Mr.  Chairman. 

The  Chairman.  You  contemplate  that  you  would  be  able  to  deter- 
mine the  price  of  sugar  and  if  it  dropped  too  low,  that  by  changing 
that  corridor,  you  would  be  able  to  maintain  the  price  at  an  accep- 
table figure  rather  than  having  to  make  government  payments,  is 
that  the  idea  ? 

Secretary  Burz.  Yes  sir. 

The  Chairman.  What  would  be  the  figure  that  you  would  have 
in  mind? 

Secretary  Burz.  I  think  we  have  no  figure  in  mind.  We  have  sug- 
gested that  if  we  eliminate  the  excise  tax  and  the  payments,  the 
minimum  price  should  be  increased  by  at  least  the  equivalent  of  that. 
Now,  in  the  meantime,  production  costs  have  gone  up.  It  majr  well  be 
that  this  committee  would  want  to  raise  the  minimum  price  even 
more  than  that.  We  have  no  suggestion  on  that. 

The  Chairman.  I  think  we  need  to  understand  what  we  are  talk- 
ing about.  Right  now,  we  are  talking  about  lli/^  cent  sugar.  If  you 
remove  the  tax  and  pay  the  foreign  tax,  too — ^you  will  not  be  paying 
the  foreign  tax  to  producers,  you  would  be  paying  that  into  the 
Treasury  under  your  proposal.  But  if  you  remove  the  tax  from  do- 
mestic producers,  it  will  add  about  three-quarters  of  a  cent  to  their 
income,  which  would  bring  it  to  something  less  than  121/^  cents, 
probably. 

Now,  is  that  about  the  figure  at  which  you  want  to  see  the  domestic 
producers  receive? 
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Secretary  Burz.  I  am  not  prepared  to  answer  that,  Mr.  Chairman. 
I  thmk  you  should  take  a  hard  look  at  that  as  your  committee  gets 
down  to  the  nitty-gritty. 

The  Chairman.  That  is  where  we  are  this  morning. 

Secretary  Burz.  But  costs  have  gone  up  some.  We  would  prefer  not 
to  have  it  too  high  at  the  present  time.  The  fact  that  the  corridor  is 
where  it  is  does  not  prevent  our  price  from  going  above  it. 

The  Chairman.  Well,  Mr.  Secretary,  I  never  was  much  of  a  busi- 
nessman, but  what  little  business  I  have  done,  I  have  had  to  know 
something  about  price,  because  that  was  terribly  important  to  me. 
So  I  think  it  is  important  that  we  know  something  albout  what  you 
have  in  mind  as  to  price. 

Secretary  Burz.  I  personally  would  prefer  to  keep  the  price  at  a* 
modest  level  so  that  the  actual  market  price  can  fluctuate  above  it, 
as  is  true  of  some  of  the  other  commodities  we  now  have. 

The  Chairman.  I  understand  that.  So  what  is  that  modest  level? 

Secretary  Butz.  Well,  I  think  you  should  start  where  you  are  right 
now  and  add  to  it  the  equivalent  amount  of  the  excise  tax. 

The  Chairman.  And  that  is  about  12^4:  cents,  is  it  not  ? 

Secretary  Burz.  That  is  right. 

The  Chairman.  Now,  is  I214  cents  about  where  you  figure  the 
domestic  price  should  be  ? 

Secretary  Burz.  No  sir,  I  think  the  domestic  price  should  be  above 
that.  We  are  talking  about  two  different  things.  You  are  talking 
about  the  guaranteed  minimum,  I  am  talkmg  about  the  domestic 
price. 

The  Chairman.  I  thought  you  were  not  going  to  guarantee  the 
minimum  except  by  the  manipulation  of  the  amount  of  sugar 
brought  into  the  country. 

Secretary  Burz.  If  necessary,  but  in  a  case  like  tliis,  where  the 
world  price  is  substantially  above  our  target  corridor  price,  our  do- 
mestic price  rises  above  the  corridor  price.  And  I  see  nothing  wrong 
with  that. 

The  Chairman.  I  do  not  know  that  I  quite  understand  what  you 
are  driving  at.  I  thought  I  understood,  but  I  am  afraid  that  uiuess 
we  can  have  some  understanding 

Secretary  Burz.  We  have  a  domestic  price  right  now  that  is  set 
at  least  partly  by  competition. 

The  Chairman.  I  understand  that. 

Secretary  Burz.  It  is  above  the  minimum  price. 

The  Chairman.  And  the  more  sugar  you  bring  in  f  roni  abroad,  the 
lower  that  domestic  price  will  go.  We  understand  that. 

Secretary  Burz.  Except  we  are  limited  on  the  amount  we  can  bring 
in  from  abroad  by  the  quota  system. 

The  Chairman.  I  understand,  but  under  our  corridor  system, 
under  the  quota  system,  you  increase  the  amount  that  can  come  in 
and  Mr.  Calcagnini  has  done  it  since  the  first  of  the  year.  It  has 
already  been  increased. 

I  am  not  criticizing  it.  I  think  that  is  tlie  way  it  works.  It  is  the 
way  it  will  work  under  your  proposal  as  I  understand  your  pro- 
posal. I  am  merely  trying  to  understand  what  the  proposal  is. 
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Would  you  try  to  keep  the  price  at  approximately — well,  let  me 
put  it  this  way :  Not  that  you  would  try  to  keep  it  to  1214  cents,  but 
would  you  try  to  see  that  the  price  stayed  as  high  as  I214  cents  to 
domestic  producers? 

Secretary  Burz.  Yes  sir,  that  is  what  has  been 

The  Chairman.  That  is  fine.  That  is  what  I  am  trying  to  find  out. 

Secretary  Burz.  But  it  would  not  prevent  it  from  going  above 
that. 

The  Chairman.  I  understand,  but  you  will  try  to  maintain,  in 
effect,  a  full  one  through  the  manipulation  of  the  amount  we  brought 
in  and  not  less  than  I214  cents. 

Now,  Mr.  Katz,  when  we  passed  the  last  sugar  bill,  you — I  mean 
the  State  Department — came  before  us  and  asked  us  to  give  an  addi- 
tional quota  to  Panama.  You  have  not  any  similar  requests  this  year? 

Mr.  Katz.  Not  at  this  time,  sir. 

The  Chairman.  Do  I  understand  that  you  may  come  up  here  after 
we  get  through  the  hearing  and  ask  for  something  at  that  time? 

Mr.  Katz.  Mr.  Chairman,  I  have  many  masters.  It  is  our  position 
now  that  we  do  not  have  any  such  request.  We  will  be  glad  to  work 
with  the  committee,  but  we  do  not  have  any  requests  at  this  time. 

The  Chairman.  Judging  from  experience,  do  you  think  it  wise 
to  have  made  that  request  3  years  ago? 

Mr.  Katz.  Yes  sir. 

The  Chairman.  Oh,  I  will  withdraw  that  question. 

Do  you  think  that  we  should  put  into  the  bill  anything  comparable 
to  the  Belcher  amendment?  Do  you  know  what  the  Belcher  amend- 
ment was? 

Mr.  Katz.  Yes  sir. 

The  Chairman.  Do  you  think  we  should  have  something  com- 
parable to  the  Belcher  amendment  in  this  new  legislation? 

Mr.  Katz.  No  sir,  not  a  change  from  its  present  terms,  which  are 
discretionary.  Our  experience  has  been  that  a  mandatory  provision 
just  does  not  work. 

The  Chairman.  How  is  that  particular  experience — ^you  have  never 
had  it? 

Mr.  Katz.  Yes  sir. 

The  Chairman.  When? 

Mr.  Katz.  The  Belcher  amendment  was  not  mandatory 

The  Chairman.  You  are  correct  that  it  never  worked.  You  never 
tried  to  work  it.  You  never  invoked  it,  did  you? 

Mr.  Katz.  Well,  we  considered  it,  but  it  was  really  a  handicap, 
Mr.  Chairman,  to  our  efforts.  We  have  found  that  with  a  discre- 
tionary provision,  with  greater  flexibility,  it  is  of  more  utility  than 
something  which  just  locks  us  into  a  position. 

The  Chairman.  It  is  just  not  as  difficult  to  explain  to  Congress 
why  you  did  not  invoke  a  discretionary  amendment  as  it  is  to  ex- 
plain why  you  did  not  invoke  a  mandatory  amendment,  is  it? 

Mr.  Katz.  Mr.  Chairman,  I  assume  the  purpose  of  the  provision 
is  to  get  relief  for  American  nationals  and  American  companies 
whose  property  has  been  expropriated  rather  than  to  regulate  the 
supply  of  sugar  by  that  means.  In  that  sense,  we  feel  that  a  dis- 
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cretionary  provision  is  more  effective  than  one  which  locks  us  into 
a  position. 

Now,  our  record,  we  think,  has  been  fairly  good.  We  have  not 
reached  solutions  in  each  and  every  case,  but  we  have  made  a  lot  of 
progress  over  the  last  3  years. 

The  Chairman.  The  next  question  that  I  want  to  pose,  then,  is 
since  you  anticipate  that  you  are  not  going  to  be  able  to  negotiate 
a  treaty  with  the  Republic  of  the  Philippines  by  next  July,  what 
would  be  your  suggestion  as  to  what  we  should  do  in  regard  to 
the  Philippine  quota? 

Mr.  Katz.  Well,  I  am  not  sure  at  this  point,  Mr.  Chairman 

The  Chairman.  I  know. 

Mr.  Katz  [continuing],  tliat  we  will  not  negotiate  it  by  July. 

The  Chairman.  Well,  you  will  not  have  it  negotiated  by  the 
time  we  liave  to  act  on  this  bill,  that  is  sure. 

Mr.  Katz.  Well,  I  think  that  is — well,  depending  on  how  fast 
3'ou  will  work,  I  think  it  is  fair  to  say  that  we  probably  will  not 
have  the  treaty  negotiated  by  the  time  your  committee  reports  out 
a  bill.  These  negotiations  are  now  proceeding  rather  actively,  but 
we  think  they  will  be  difficult. 

The  Chairman.  I  know  that  there  are  difficulties  in  expressing 
any  judgment  as  to  what  you  can  do,  and  I  do  not  want  to  get  into 
that,  because  of  what  we  do  here.  But  I  think  we  ought  to  have 
some  sort  of  understanding  between  your  Department  and  the 
committee  as  to  what  we  are  striking  for  in  the  way  of  a  quota 
for  the  Philippines,  because  if  we  came  out  here  with  a  very  large 
quota  and  you  were  seeking  a  much  smaller  figure,  we  would  be 
undercutting  our  negotiations;  or  vice  versa,  if  we  sought  a  very 
small  figure  and  you  were  seeking  a  much  larger  one.  I  think  that 
there  ought  to  be  some  better  understanding  between  the  Depart- 
ment and  the  committee  on  what  we  are  trying  to  do  there.  I  have 
not  had  any  suggestion  from  the  Department.  I  would  only  sug- 
gest to  you  that  you  do  know  what  the  committee  has  in  the  law 
at  the  present  time. 

Mr.  Katz.  Well,  Mr.  Chairman,  at  the  present  time,  our  recom- 
mendation would  be  to  maintain  the  quota  at  its  present  level. 
Xow,  we  think  that  in  the  absence  of  an  agreement,  an  extension 
of  the  agreement  or  a  new  agreement,  we  would  see  no  reason  to 
retain  the  provision  on  a  minimum  quota  for  the  Philippines.  That 
provision  is  based  on  the  existence  of  the  treaty.  But  pending  the 
development  of  these  negotiations,  our  recommendation  and  our 
hope  would  be  that  there  would  be  no  change  in  the  quota  as  such. 

The  Chairman.  Well,  might  I  suggest  the  hope  that  you  would 
not  put  any  sugar  provisions  in  that  treaty,  because  I  can  see  no 
more  reason  for  the  State  Department  trying  to  fix  by  treaty 
the  sugar  arrangements  for  the  Philippines  at  the  present  time 
than  I  can  see  for  you  fixing  them  for  Mexico  or  the  Dominican 
Republic.  In  other  words,  if  the  Congress  is  to  fix  quotas,  we  have 
to  do  it  without  the  handicap  of  treaties.  On  the  other  hand,  if 
the  quotas  are  to  be  fixed  by  treaties,  you  have  to  do  it  with  the 
handicap  of  no  legislation.  And  frankly,  my  view  is  it  is  better 
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to  have  the  legislation  for  all  countries  on  the  same  basis  than — 
that  is,  that  the  Congress  fix  all. 

We  have  in  the  past,  of  course,  been  bound  by  other  treaties 
with  the  Philippines.  We  have  always  recognized  it.  I  would  just 
like  to  make  the  suggestion  that  probably  the  best  solution  now 
would  be  to  eliminate  any  provision  there.  I  see  no  more  reason 
than  we  might  attempt  to  fix  by  treaty  how  much  sugar  we  are 
to  give  to  the  Dominican  Republic,  and  it  would  terribly  handi- 
cap us. 

Mr.  Katz.  Mr.  Chairman,  I  take  due  notice  of  your  statement. 
I  agree  with  you  that  in  general,  we  should  not  fix  the  amount  of 
these  quotas  by  a  treaty.  The  Philippine  provision,  of  course,  has 
an  historical  background  arising  from  our  former  relationship  with 
the  Philippines. 

The  Chairmax.  WHiich  is  now  dissolved  and  which  does  not  any 
longer  exist.  They  certainly  do  not  want  it  to  exist  and  we  agreed. 

Mr.  Katz.  Yes  sir.  I  will  take  due  notice  of  your  statement  and 
I  will  certainly  report  it  downtown. 

The  Chairman.  AVell,  thank  you  very  much. 

Now,  there  are  some  of  the  members  who  have  come  in  since 
we  started. 

Mr.  Goodling,  do  you  have  any  questions? 

Mr.  GooDLixG.  No  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  Vigorito? 

]Mr.  Vigorito.  No  questions. 

The  Chairman.  Mr.  Symms? 

Mr.  Symms.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  would  like  to  ask  one  quick  question.  Was  the 
Belcher  amendment  an  amendment  to  require  mandatory  quotas, 
for  my  edification? 

The  Chairman.  It  required  mandatory  penalties  by  reducing  the 
quotas  of  those  countries  that  did  not  or  that  confiscated  American 
property  and  did  not  make  compensation  for  it. 

Mr.  Symms.  I  see.  Thank  j^ou,  Mr.  Chairman. 

Dr.  Butz,  I  appreciate  having  you  down  here  this  morning.  In 
your  testimony,  you  discuss  wage  fixing  with  regard  to  wages  and 
the  sugar  payments.  I  was  wondering  if  you  would  comment  on 
that? 

I  am  little  confused  about  your  testimony — maybe  I  just  do  not 
understand  exactly  your  point.  You  do  not  want  a  target  price, 
you  say,  yet  you  do  not  want  a  sugar  payment  on  the  certificate? 
You  want  to  get  rid  of  the  excise  profit  tax  on  sugar,  is  that  right  ? 

Secretary  Burz.  Yes  sir. 

Mr.  Symms.  Could  you  explain  this  and  how  would  this  change 
the  minimum  wage 

Secretary  Butz.  Yes  sir,  I  think  we  discussed  some  of  that  be- 
fore you  came  in.  Congressman,  but  briefly,  at  the  present  time,  the 
Secretary  of  Agriculture  is  required  to  have  hearings  on  minimum 
wages  in  the  sugar  industry  and  that  he  promulgate  regulations 
about  minimum  wages,  which  currently  are  set  above  the  minimum 
wage   requirements  for  other   agricultural  labor.   I  think  that   if 
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we  did  not  make  payments  to  producers,  the  rationale  would  be 
gone  for  the  Secretary  to  make  minimum  wage  determinations  for 
the  sugar  industry.  It  would  then  be  subject  to  the  same  regula- 
tions as  any  other  agricultural  industry.  Personally,  I  do  not  think 
it  is  the  business  of  the  Secretary  of  Agriculture  to  be  messing 
around  in  determinations  of  this  kind. 

Mr.  Symms.  Thank  you,  Mr.  Secretary. 

If  the  intervention  is  taken  off  on  wages  and  it  is  taken  off  on 
the  sugar  certificate  payments,  then  the  only  time  that  there  would 
be  any  payments  would  be  much  like  the  wheat  situation  if  the 
price  went  below,  say,  $12.25? 

Secretary  Burz  If  you  continue  the  general  philosophy  in  the 
Sugar  Act,  which  I  judge  is  contemplated  in  the  present  bill,  there 
would  not  be  any  payments.  The  income  would'  be  maintained 
through  price  maintenance  by  determination  of  the  total  demand  for 
sugar  and  you  regulate  it  by  changing  the  total  quota  for  sugar  and 
therefore,  the  total  amount  that  came  in  from  abroad. 

Mr.  Symms.  Thank  you,  Mr.  Secretary. 

Mr.  Katz,  just  for  the  record,  I  think  you  have  stated  this  before, 
but  to  be  sure  I  understand,  you  say  you  are  not  going  to  be  making 
any  recommendations  for  any  changes  on  quotas  that  are  now  in 
existence  ? 

Mr.  Katz.  Mr.  Symms,  what  I  said  was  that  we  were  not  pres- 
ently making  any  recommendations  for  change  in  quota.  I  do  not 
contemplate  any  at  this  moment.  I  cannot  really  commit  the  Depart- 
ment or  the  administration  with  respect  to  changing  circumstances. 
I  do  not  now  contemplate  any  changes  that  we  would  be  recom- 
mending. 

Mr.  Symms.  Thank  you. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Melcher? 

Mr.  Melcher.  Thank  you,  Mr.  Chairman. 

Secretary  Butz,  you  say  our  growers  are  being  penalized  at  the 
moment  and  not  getting  as  great  a  return  as  they  should.  You  set  the 
corridor  price.  Part  of  the  criteria  for  setting  it  is  domestic  demand, 
domestic  needs.  Also  part  of  it  is  incentive  for  domestic  production, 
is  it  not? 

Secretary  Burz.  Yes;  I  do  not  think  we  set  the  corridor  price.  I 
think  that  is  part  of  the  legislation. 

Mr.  Calcagnini.  Yes. 

Secretary  Burz.  The  corridor  price  is  part  of  the  legislation  and 
we  are  required  when  the  price  gets  above  the  corridor  price  to  make 
the  adjustment.  What  I  meant  when  I  said  our  growers  are  being 
penalized  presently  is  nobody  is  being  penalized  very  much  in  the 
price  of  sugar,  domestically  or  abroad.  What  I  think  I  mean  is  we 
could  be  getting  a  higher  price. 

Mr.  Melcher.  First  of  all,  are  you  advocating  that  you  have  more 
authority  in  setting  the  price  in  the  new  legislation  corridor  price, 
more  leeway  for  it? 

Secretary  Burz.  No  sir,  I  would  like  to  see  us  move  in  the  direction 
of  the  market  having  more  direction  in  price  setting  than  it  has 
right  now. 


Digitized  by  VjOOQIC 


32 

Mr.  IVIelcher.  Under  the  current  law  as  you  administer  it,  do  you 
not  find  that  wh&n  the  domestic  price  of  sugar  advances,  domestic 
companies  also  profit  from  that?  Do  they  not? 

Secretary  Btjtz.  Oh,  yes,  indeed. 

Mr.  Melcher.  Then  does  not  the  grower  profit  from  it? 

Secretary  Burz.  Oh,  yes  indeed. 

Mr.  Melcher.  Then  why  is  he  being  penalized  ? 

Secretary  Burz.  Because  our  domestic  price  is  currently  5  cents 
below  the  international  price. 

Mr.  Melcher.  Because  .you  allow  more  imported  sugar. 

Secretary  Burz.  Yes  sir,  under  the  present  act,  we  have  no  choice. 

Mr.  Melcher.  You  have  no  choice  ? 

Secretary  Burz.  Correct. 

Mr.  Melcher.-  Have  you  exceeded  the  quotas  in  any  instance  ? 

Secretary  Burz.  You  mean  the  quotas  coming  in  from  abroad? 

Mr.  IMelcher.  Yes;  has  any  country  exceeded  their  quota? 

Secretary  Burz.  I  do  not  think  they  have.  At  the  present  time,  it 
is  to  their  advantage  not  to  exceed  the  quotas,  because  they  fulfill 
their  quotas  now  at  a  price  disadvantage  to  themselves. 

Mr.  Melcher.  Is  not  the  act  now  currently  stabilizing  the  price  to 
consumers?  Is  not  that  the  purpose  of  the  act? 

Secretary  Burz.  Well,  it  is  hard  to  know  what  the  purpose  of  the 
act  is. 

Mr.  Melcher.  What  do  you  advocate? 

Secretary  Burz.  It  depends  on  our  point  of  view. 

Mr.  Melcher.  What  do  you  advocate  in  it? 

Secretary  Burz.  As  the  purpose  of  the  act?  As  Secretary  of  Agri- 
culture, I  would  like  to  see  us  have  an  act  that  will  permit  our  dom- 
estic growers  to  have  access  on  a  competitive  basis  to  a  growing  share 
of  the  domestic  sugar  markets,  stated  very  frankly.  This  may  be 
inconsistent  with  the  desires  of  the  State  Department.  That  is  why 
I  said  as  Secretary  of  Agriculture  I  think  we  can  best  do  that  by 
moving  in  the  direction 

Mr.  IMelcher.  Would  you  oppose  stabilizing  the  price  for  con- 
sumers ? 

Secretary  Burz.  Well,  I  think  right  now,  we  are  in  a  situation 
where  price  has  not  been  stabilized  for  consumers.  It  has  gone  clear 
outside  the  corridor  in  partial  response  to  a  higher  international 
price  of  sugar,  but  not  in  complete  response  to  it. 

Mr.  Melcher.  You  seem  to  want  to  have  a  free  market,  but  yet  you 
seem  reluctant  to  state  that  sometimes,  with  a  free  market,  the  con- 
sumer pays.  If  there  were  an  entirely  free  market  at  this  time,  the 
American  consumers  would  be  paying  more  for  sugar,  it  seems.  You 
have  already  stated  that. 

Secretary  Burz.  That  is  right. 

Mr.  IMelcher.  Do  not  you  think  a  balanced  program  for  encour- 
aging both  domestic  producers  and  hopefully  stabilizing  the  price  of 
sugar  for  consumers  is  still  a  good  proposal  for  the  Sugar  Act  ? 

Secretary  Burz.  Well,  if  you  can  make  it  work,  except  this  has  not 
stabilized  the  price  of  sugar  for  consumers.  It  has  gone  clear  outside 
the  corridor  under  the  present  act.  It  has  not  done  what  it  was 
supposed  to  do. 
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Mr.  Melcher.  Yet  it  has  provided  them  a  little  cheaper  sugar  than 
they  would  have  had  if  the  act  were  not  here,  is  not  that  true? 

Secretary  Burz.  Yes  sir. 

Mr.  Melcher.  To  a  certain  extent,  it  has  succeeded. 

Secretary  Burz.  To  a  certain  extent,  it  has.  On  the  other  hand, 
acres  that  go  into  beets  right  now  have  to  compete  with  pretty  high 
priced  wheat.  They  have  to  compete  in  irrigated  sections  with  pretty 
high  priced  corn  and  soybeans.  And  it  may  well  mean  that  a  lower 
than  competitive  price  for  domestic  sugar  may  result  in  getting  less 
than  the  increased  acreage  needed  to  supply  our  domestic  market.  In 
that  case,  the  consumer  would  lose. 

Mr.  Melcher.  Mr.  Secretary,  if  we  are  going  to  have  a  shift  in 
acreage  allotments  and  a  shift  in  the  amoimt  of  the  market  that  a 
particular  plant  or  company  has,  does  that  not  mean  that  some  plants 
would  be  closed  down  in  some  areas,  causing  construction  of  new 
ones  in  other  areas  ? 

Secretary  Burz.  I  presume  it  does,  but  I  am  informed  that  we 
have  some  plants  in  some  areas  that  are  completely  depreciated, 
obsolete,  they  are  high  cost  plants  and  probably  would  not  be 
replaced  when  they  completely  go  out,  even  if  the  beets  stayed  in 
the  area. 

Mr.  Melcher.  This  is  not  as  simple,  then,  as  just  shoving  allot- 
ments here  or  there,  is  it  ?  It  does  mean  disruption ;  if  you  shoved  an 
allotment  between  certain  areas,  it  would  mean  opening  up  new 
plants  or  closing  down  old  ones? 

Secretary  Burz.  Yes  sir,  but  that  is  always  the  case  in  shifts  and 
shifts  would  not  occur  if  the  economic  land  did  not  go  into  higher  use. 

Mr.  Melcher.  Is  not  it  also  true  that  in  any  geographic  shift,  it 
is  not  a  question  of  freight  differential  because  producers  always  pay 
the  freight  in  sugar,  do  they  not  ? 

Secretary  Burz.  I  presume  they  do. 

Mr.  Melcher.  So  that  is  no  advantage,  then,  to  a  consumer,  is  it? 
He  is  not  going  to  get  the  sugar  cheaper  ? 

Secretary  Burz.  Oh,  no,  I  cannot  go  along  with  that. 

Mr.  Melcher.  Well,  is  he  going  to  get  the  sugar  cheaper 

Secretary  Burz.  If  sugar  shifts  to  the  area  where  it  can  be  most 
economically  produced,  obviously,  the  consumer  will  benefit. 

Mr.  Melcher.  I  mean  on  the  freight,  Mr.  Secretary.  The  freight 
differential  is  not  going  to  be  a  factor,  though,  is  it,  for  the  consumer? 

Secretary  Burz.  I  presume  it  will  ultimately.  If  you  ship  it  too  far, 
it  either  is  added  to  the  consumer's  price  or  comes  out  of  the 
producer. 

Mr.  Melcher.  It  comes  out  of  the  producer,  does  not  it,  tradi- 
tionally, historically  ? 

Secretary  Burz.  It  is  a  combination  of  both. 

Mr.  JVIelcher.  Thank  you,  Mr.  Secretary. 

The  Chahiman.  Mr.  Young? 

Mr.  Young.  Mr.  Secretary,  I  would  like  also  to  thank  you  for 
coming.  I  sat  on  the  Columbia  Farm  Credit  Board  when  they  were 
lending  money  in  the  Florida  area  to  replace  the  sugar  that  had  been 
lost  by  Cuba.  During  these  days,  they  also  set  up  farm  cooperatives 
to  process  this  sugar  cane  in  these  areas.  As  I  remember  it,  they  went 
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through  some  periods  of  real  concern  about  whether  these  plants 
would  have  to  be  foreclosed,  whether  they  were  going  to  make  enough 
money  to  carry  on.  Now,  your  plans  here  are  not  to  abandon  these 
folks  that  were  talked  into  growing  this  sugar  in  this  area  and 
pfrocessing  sugar.  Under  your  proposal,  what  do  you  plan  to  do  ? 

Secretary  Burz.  Well,  we  maintain  the  domestic  quota  for  sugar, 
but  still  I  would  like  to  see  it  be  made  possible  for  shifts  to  occur 
within  this  country  to  the  areas  of  most  economical  production,  as 
they  would,  as  they  do  with  other  crops. 

Mr.  Young.  Of  course,  as  you  know 

Secretary  Burz.  That  does  not  mean  that  sugar  is  going  to  go  out 
of  Florida  or  Louisiana.  These  are  economic  areas  of  production. 

Mr.  Young.  And  also,  there  would  be  a  hard  time  shifting  part  of 
that  land  in  Florida  to  other  crops,  because  it  would  not  be  adapted 
to  the 

Secretary  Burz.  Quite  right.  I  think  the  opportunity  in  Florida  is 
much  less  than  in  the  beet  growing  areas. 

Mr.  Young.  So  they  are  more  or  less  stuck  with  these  lands  that 
they  reclaimed  to  put  into  sugar  cane  and  have  very  little  alter- 
native to  go  to.  Do  you  conceive  that  we  will  move  into  a  target  price 
in  some  of  the  1973  Act  in  sugar? 

Secretary  Butz.  Well,  no.  I  do  not  think  so  under  the  bill  that  has 
been  introduced  here.  I  would  not  object  to  moving  to  the  target  price 
concept  under  sugar  as  we  have  under  feed  grains  and  wheat  and 
cotton.  But  it  is  my  understanding  that  this  committee  does  not  want 
to  move  in  that  direction.  We  have  not  proposed  it. 

Mr.  Young.  Thank  you. 

The  Chairman.  Thank  you,  Mr.  Young. 

Mr.  Johnson  ? 

Mr.  Johnson.  Mr.  Secretary,  I  do  not  understand  how  you  would 
eliminate  a  domestic  quota  system  and  still  get  the  sugar  that  we 
want  to  raise. 

Secretary  Burz.  Get  price  bidding  for  it.  I  think  we  would  get 
more  sugar  if  we  had  price  bidding  for  it  now  than  we  do  under  our 
present  system. 

Mr.  Johnson.  As  you  know,  my  district  used  to  raise  more  sugar 
beets  than  any  other  district.  Now  we  are  coming  to  raise  less  and 
less,  ilaybe  they  will  all  switch  to  Minnesota. 

Secretary  Burz.  You  have  found  something  more  profitable? 

Mr.  Johnson.  Yes ;  we  have. 

Secretary  Burz.  That  is  my  point.  Had  we  frozen  you  to  an  his- 
torical pattern,  your  farmers  would  be  less  well  off  today  than  they 
are. 

Mr.  Johnson.  I  am  not  arguing  that  point. 

Secretary  Burz.  If  they  shift  to  that  Red  River  Valley  area,  they 
will  have  certain  advantages  that  I  think  we  will  have  sugar  shift 
up  there. 

INIr.  Johnson.  You  are  satisfied  that  we  can  raise  enough  sugar  that 
will  satisfy  our  domestic  quotas 

Secretary  Burz.  What  I  fear  is  if  we  freeze  ourselves  to  an  histor- 
ical pattern  internally  here,  it  will  be  difficult  for  these  people  in  the 
Red  River  Valley  and  related  areas  to  increase.  As  your  plants 
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depreciate  and  become  obsolete  and  go  out  and  are  not  replaced,  the 
production  will  decline  in  your  area  and  will  not  increase  com- 
mensurately  over  here.  That  is  my  very  point. 

Mr.  Johnson.  Thank  you. 

I  have  no  further  questions.         » 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Johnson. 

Mr.  Secretary  and  Mr.  Assistant  Secretary,  we  are  greatly  obliged 
to  you  for  being  here.  I  think  Ave  have  had  an  excellent  hearing  and 
discussion.  We  have  completed  this  in  the  time  alloted.  We  do 
appreciate  the  fact  that  you  came  up  here  and  answered  the  com- 
mittee's questions.  The  questions  are  the  important  points  of  these 
discussions.  We  are  very  much  obliged  to  both  of  you. 

The  committee  will  stand  in  recess  until  10  o'clock  tomorrow 
morning. 

[TVTiereupon,  at  11:50  a.m.,  the  committee  recessed  to  reconvene 
at  10  a.m.,  Wednesday,  February  20,  1974.] 
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SUGAR  ACT  EXTENSION,  1974 


WEDNESDAY,  FEBBTJABY  20,   1974 

House  of  Kepkesentatives, 
Committee  on  Agricultuke, 

Washington^  D.C. 

The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  room  1301, 
Longworth  House  Office  BuUding,  Hon.  W.  E.  Poage  [chairman] 
presiding. 

Present :  Representatives  Poage,  Foley,  de  la  Garza,  Vigorito,  Jones 
of  North  Carolina,  Sisk,  Mathis,  Bergland,  Denholm,  Bowen,  Litton, 
Gunter,  Wampler,  Goodling,  Mathias,  Mayne,  Zwach,  Price,  Sebelius, 
Mizell,  Findley,  Baker,  and  Symms. 

Also  present :  John  F.  O'Neal,  general  counsel ;  Hyde  H.  Murray, 
associate  counsel;  John  Rainbolt,  associate  counsel;  L.  T.  Easley, 
press  assistant;  Steve  Allen  and  Steve  Pringle,  staff  consultants;  and 
Betty  Prezioso,  staff  assistant. 

The  Chairman.  The  committee  will  please  be  in  order.  We  are  met 
to  consider  further  the  sugar  program  this  morning.  Our  colleague, 
Mr.  Findley,  I  know,  has  words  of  wisdom  he  would  like  to  say. 

We  will  be  glad  to  hear  from  you,  Paul. 

STATEMENT  OP  HON.  PAUL  PINDLEY,  A  REPRESENTATIVE  IN 
CONGRESS  PROM  THE  STATE  OP  ILLINOIS 

Mr.  Findley.  Thank  you,  Mr.  Chairman.  I  hope  the  committee  was 
able  to  sell  seats  this  morning.  The  turnout  is  quite  impressing. 

The  Chairman.  I  should  comment  that  Mr.  Findley  has  a  good 
audience.  They  are  all  here*  for  a  purpose. 

Mr.  Findley.  Mr.  Chairman,  the  cost  of  food  is  a  major  issue 
today.  Consumers  are  upset  by  inflated  prices  and  are  resentful  of  a 
government  which  many  believe  is  doing  nothing  to  ease  this  burden. 
In  this  legislation.  Congress  has  the  opportunity  to  reduce  the  cost 
of  one  of  the  most  basic  of  all  foods.  We  can  accomplish  this  by 
eliminating  the  imnecessary  tax  on  sugar. 

The  changes  I  propose  will  not  impair  the  proper  functioning  of 
the  sugar  program,  but  will  at  the  same  time,  result  in  a  substantial 
reduction  in  the  cost  of  food  for  each  citizen. 

The  excise  tax  on  sugar  has  remained  substantively  unchanged 
since  it  was  called  a  processing  tax  under  the  Jones-Costigan  Act,  at 
one-half  cent  per  pound  of  raw  sugar,  or  about  53  cents  per  hundred 
pounds  of  refined  sugar.  The  tax  is  levied  on  every  pound  of  sugar 
refined  in  the  United  States  whether  the  sugar  is  grown  at  home  or 
abroad. 

Domestic  consumption,  too,  has  been  unchanged  in  recent  years — 
at  102  pounds  of  refined  sugar  per  person.  By  multiplying  the  U.S. 
population  of  210  million  people  by  the  amount  of  sugar  tax  per 
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person,  the  startling  fact  that  Americans  pay  more  than  $113  million 
m  sugar  taxes  each  year  is  revealed. 

The  tax  is,  of  course,  paid  directly  by  the  manufacturer,  but  it  is 
the  consumer  who  must  ultimately  bear  the  burden  of  this  charge 
indirectly  through  an  increase  in  the  price  of  sugar. 

It  is  time  to  drop  the  sugar  excise  tax.  In  a  time  of  growing 
consumer  unrest,  continuing  the  tax  will  deepen  suspicion  oy  con- 
sumers that  Congress  has  no  interest  in  their  plight. 

I  also  equally  strongly  recommend  that  the  payment  program  be 
dropped  as  well.  An  end  to  payments  is  especially  needed  because  the 
excise  tax  has  been  justified  as  a  means  of  financing  the  payments. 
Actually,  there  is  no  direct  connection  between  the  tax  and  the 
payments. 

Tax  revenues  are  paid  directly  into  the  Treasury  which  in  turn 
makes  payments  to  domestic  and  Puerto  Rican  producers.  The  tax 
has  consistently  provided  a  net  gain  to  the  Treasury.  The  excess  from 
the  tax  after  payments  and  administrative  costs,  totals  $722  million 
over  the  40-year  life  of  the  program.  Excess  revenue  is  now  accruing 
at  the  rate  of  about  $30  million  per  year — a  greater  figure  than  in 
past  years  because  of  increasing  foreign  purchases  on  which  the  tax 
is  charged,  but  to  whose  producers  payments  are  not  made. 

Dropping  the  excise  tax  will  help  meet  a  complaint  advanced  by 
sugar  interests  which  have  been  urging  that  corn  be  brought  into 
the  act.  Without  the  excise  tax,  sugar  Avould  be  on  a  more  competitive 
basis  with  corn  products. 

I  must  add  here  that  when  the  new  act  is  formulated,  corn  shoulci 
not  and  must  not  be  included.  Corn  has  no  more  place  in  the  Suga-^i7 
Act  than  maple  trees — or  oak  trees  for  that  matter.  There  is  simply 
no  place  in  the  Sugar  Act  for  corn. 

With  high  world  prices,  it  is  more  important  than  ever  to  sustain 
the  competition  between  corn  sweeteners  and  sugar,  so  the  consumer 
won't  be  hit  by  high  world  sugar  prices.  A  competitive  situation 
must  be  sustained;  therefore,  corn  must  not  be  regulated  by  the 
Sugar  Act.  I  might  add  here  in  addition,to  the  words  m  my  prepared 
statement  tliat  if  corn  is  brought  under  the  act,  this  will  tend  to  hurt 
the  balance  of  payments  to  the  extent  that  this  requires  that 
sweeteners,  the  sweetener  demand  be  met  from  foreign  sources  rather 
than  domestic  sources.  So  there  is  that  important  aspect  to  be 
considered. 

Originally  intended  as  an  incentive  to  grow  sugar,  the  subsidy 
program  has  outlived  its  usefulness.  The  world  price  of  sugar  is 
currently  above  the  U.S.  price.  It  can  no  longer  be  described  as  a, 
dumping  price.  It  could  support  full  sugar  production  with  no  assist- 
ance from  an  obsolete  U.S.  payment  program. 

This  reform  would  eliminate  a  source  of  longstanding  criticism  o£ 
the  sugar  program — that  year  after  year,  some  firms  receive  pay^ 
ments  in  excess  of  $1  million  annually  each. 

Payments  to  the  top  20  recipients  for  the  1972  program  yeaiC^ 
totaled  nearly  $12  million — ^that  is  for  just  20  recipients — ^$12  millior^ 
divided  among  the  20 — with  two  companies  receiving  more  than  $1^ 
million  each.  A  list  of  the  20  firms  receiving  the  most  money  in  suga^^ 
payments  is  attached. 

Mr.  Chairman,  I  would  like  to  ask  permission  that  the  list  of  lar^* 
payments  be  appended  to  my  oral  testimony. 

The  Chairman.  Without  objection,  it  will  be. 
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Mr.  FiNDUET.  These  are  not  small  farmers  who  are  being  helped 
by  a  benevolent  U.S.  farm  program.  They  are  rich  corporations 
getting  richer  at  U.S.  expense. 

How  do  you  defend  subsidies  in  excess  of  $1  million  financed  by 
consumers  who  must  buy  sugar? 

Surely  the  current  market  value  of  sugar  is  ample  incentive  to 
produce  sugar.  The  payment  program  was  established  before  the 
present  situation  was  ever  envisioned.  A  world  surplus  was  then  a 
reality  but  the  tables  have  turned.  World  sugar  production  in  the 
1972-73  marketing  year  was  77.5  million  metric  tons  while  consump- 
tion was  78.7  million  metric  tons.  The  surplus  is  literally  being  eaten 
away.  We  are  now  in  a  deficit  situation  where  world  demand  causes 
a  high  price  which  provides  adequate  production  incentive. 

A^d  even  if  the  world  price  should  fall,  producers  still  have  the 
protection  of  the  guaranteed  U.S.  price  through  the  quota  system, 
but  American  consumers  will  no  longer  under  my  proposal,  be  taxed 
to  finance  $1  million  payments  to  giant  sugar  combines. 

Let  me  add,  and  this,  of  course,  will  show  disagreement  with  the 
views  presented  by  Secretary  Butz  yesterday,  that  while  I  support  an 
end  to  the  payment  program,  I  do  not  support  an  end  to  the  labor 
regulations  which  have  been  written  into  the  Sugar  Act.  Fair  wages 
must  continue.  Child  labor  is  still  abhorrent  and  must  not  be 
allowed.  These  guarantees  of  protection  of  a  sugar  laborer's  rights 
must  be  maintained  in  the  act.  And  I  think  they  can  be  thoroughly 
justified,  because  even  without  the  payments  program,  the  producers 
of  sugar  in  the  U.S.  enjoy  substantial  advantages  which  I  think  the 
Federal  Government  can  cite  as  justifying  the  child  labor  and  the 
other  fair  labor  standards. 

So,  Mr.  Chairman,  I  appreciate  very  much  the  consideration  of  the 
committee  in  hearing  me  this  morning. 
[The  above  referred  to  attachment  follows :] 

Sugar  Act  payments — 20  largest  payments ^  1972  program  year 

Firm  name  An  tunt 

U.S.  Sugar  Corp.,  Clewiston,  Fla.  33440 $1,  836,  178.  69 

Hawaiian  Commercial  and  Sugar  Co.,  Puunene,  Maui,  Hawaii 

96784 1,  283,  645.  80 

Gulf  and  Western  Food  Products,  P.O.  Box  86,  South  Bay,  Fla. 

33493 949,  909.  67 

Oahu  Sugar  Co.,  Ltd.,  Wiapahu,  Oahu,  Hawaii  96797 738,  606.  93 

Talisman  Sugar  Co.,  P.O.  Box  814,  Belle  Glade,  Fla.  33430 705,  ^^25.  33 

HUo  Coast  Processing  Co.,  Hilo,  Hawaii  96720 665,  071.  65 

Waialua  Sugar  Co.,  Inc.,  Waialua,  Oahu,  Hawaii  96791 556,  ?92.  27 

The  Lihue  Plantation  Co.,  Ltd.,  Lihue,  Kauai,  Hawaii  96766 526,  025.  71 

Pioneer  Mill  Co.,  Ltd.,  Lahaina,  Maui,  Hawaii  96761 452,  314.  57 

The  South  Coast  Corp.,  1420  Carondelet  Building,  New  Orleans, 

La 449,  789.  00 

Kekaha  Sugai  Co.,  Ltd.,  Kekaha,  Kauai,  Hawaii  96752 448,  650.  68 

Puna  Sugar  Co.,  Ltd.,  Keaau,  Hawaii  96749 411,  804.  59 

Laupahoehoe  Sugar  Co.,  Papaaloa,  Hawaii  96780 380,  425.  52 

Kohala  Corp.,  Hawi,  Hawaii  96719 355,  586.  10 

Grove  Farm  Co.,  Inc.,  Puhi,  Kauai,  Hawaii  96766 346,  965.  80 

Honokaa  Sugar  Co.,  Haina,  Hawaii  96709 346,  561.  99 

New  Hope  Sugar  Co.,  Pahokee,  Fla 344,  354.  73 

Hawaiian  Agricultural  Co.,  Pahala,  Hawaii  96777 328,  073.  49 

A.  Duda  and  Sons,  Inc.,  Belle  Glade,  Fla.  33430 314,  444.  83 

McBryde  Sugar  Co.,  Ltd.,  Eleele,  Kauai,  Hawaii  96705 310,  796.  17 

Total- 11,  751,  123.  10 

Digitized  by  VjOOQIC 


40 

The  Chairman.  Thank  you  very  much,  Mr.  Findley,  I  assume  that 
the  committee  should  let  our  colleague  proceed.  Let  us  ask  the  ques- 
tions right  now  of  him,  or  would  you  rather  wait  and  have  him  come 
back  with  the  rest  of  the  witnesses  ? 

Mr.  Findley.  It  does  not  make  any  difference  to  me,  Mr.  Chairman. 

The  Chairman.  I  think  maybe  we  ought  to  have  questions  of  Mr. 
Findley  right  now. 

Now,  that  is  not  the  way  the  committee  is  going  to  function,  but 
I  do  feel  that  we  ought  to  give  some  special  consideration  to  a 
member  who  takes  an  interest  in  discussing  these  matters  with  us. 

If  there  is  no  objection,  are  there  any  questions  of  Mr.  Findley? 

Mr.  Bergland? 

Mr.  Bergland.  Thank  you,  Mr.  Chairman.  I  have  one  question  of 
our  colleague. 

Mr.  Findley,  yesterday,  the  administration  suggested  termination 
of  the  excise  tax  and  the  sugar  payments  and  they  proposed  that 
there  be  an  increase  in  the  pricing  target  mechanism  to  compensate 
for  that  loss  of  income.  Would  you  recommend  that  the  price  be 
increased  proportionately  ? 

Mr.  Findley.  I  think  that  a  change  would  be  in  order.  What  I 
hope  will  occur  will  be  expansion  of  the  price  corridor  which  is  built 
into  the  Sugar  Act  somewhat.  It  is  now  set  in  the  law  at  4  percent. 
I  have  heard  that  some  of  the  special  interests  represented  in  the 
witness  list  will  argue  for  a  tighter  corridor  down  to  2  percent 
instead  of  4.  I  would  like  to  see  us  go  the  other  way.  I  think  our 
objective  might  be  to  have  sugar  producers  get  their  income  from  the 
marketplace  and  secondly,  to  let  the  market  disciplines  operate  a  little 
more  freely  than  they  have  in  the  past.  Let  us  make  some  progress 
toward  a  competitive  market  in  sugar. 

Mr.  Bergland.  Thank  you  very  much. 

That  is  all,  Mr.  Chairman. 

The  Chairman.  Mr.  Denholm? 

Mr.  Denholm.  Thank  you,  Mr.  Chairman.  I  commend  our  col- 
league for  a  statement  of  si^ificant  facts. 

Mr.  Findley,  is  your  thesis  based  upon  the  premise  that  the  world 
price  is  favorably  high  at  this  time — do  you  think  the  world  price  is 
real? 

Mr.  Findley.  No,  I  think  it  is  transitory  and  will  come  down.  I 
appreciate  this  question  because  I  do  not  want  to  leave  the  impres- 
sion that  my  recommendation  for  eliminating  the  excise  tax  and  the 
payment  is  made  only  because  the  world  price  is  so  high  relative  to 
prior  years.  The  elimination  of  the  tax  and  the  payments  would  be 
a  good  reform,  a  good  step  to  t^ake,  regardless  of  the  position  of  the 
world  price. 

Mr.  Denholm.  Thank  you  very  much. 

Mr.  Matsunaga.  Mr.  Chairman? 

The  Chairman.  Mr.  Matsunaga. 

Mr.  Matsunaga.  Mr.  Findley,  would  you  agree  that  the  sugar 
program  has  been  one  of  the  most  successful  of  all  agricultural 
programs  ?  ^ 

Mr.  Findley.  How  do  you  measure  success?  If  you  measure  it  in 
terms  of  effective  government  control  this  has  to  be  the  all-time  prize 
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winner.  If  you  measure  it  in  terms  of  price  stability,  it  also  has  to  be 
granted  fairly  high  honors.  If  you  measure  it  in  terms  of  advantage 
to  the  consumer,  that  is  quite  another  question.  It  could  be  widely 
debated.  Government  can  stabilize  prices  providing  the  level  is  very 
high,  above  ordinary  market  levels.  That  is  no  trick.  So  it  depends 
on  how  you  rate  success. 

Mr.  JSIatsunaga.  Has  not  the  stability  of  the  sugar  price  been  to 
the  consumers  favor  ? 

Mr.  FiNDLEY.  To  some  extent  perhaps  today,  but  for  most  of  the 
40  years  the  Sugar  Act  has  functioned,  that  could  not  be  said,  be- 
cause the  U.S.  price  has  been  substantially  higher  than  the  world 
price  and  substantially  higher  than  prices  paid  by  consumers  in 
neighboring  countries. 

Now,  there  are  some  coimtries 

Mr.  Matsunaga.  Have  you  actually  looked  at  the  figures  in  making 
this  statement? 

Mr.  FiNDLET.  Yes,  I  have. 

Mr.  Matsunaga.  You  have? 

Mr.  FiNDLEY.  Yes. 

Mr.  Matsunaga.  You  must  have  been  looking  at  different  figures. 

Mr.  FiNDLEY.  I  am  sure  the  gentleman  realizes  that  I  did  dig  into 
this  rather  thoroughly  back  in  1965  and  in  subsequent  years.  It  was 
very  clear  at  that  time  that  the  U.S.  consumer  was  paying  2  to  4 
cents  a  poimd  more  for  sugar  during  those  years  and  during  most  of 
the  prior  30  years  than  neighboring  countries  were  paying.  So  I  think 
it  is  fair  to  say  that  the  U.S.  consumer  has  paid  higher  prices 
ordinarily  than  otherwise  would  have  existed  because  of  this  act. 

Mr.  Matsunaga.  You  will  agree  that  the  stability  of  the  price  has 
lent  stability  to  the  industry,  stability  enjoyed  by  no  other  agri- 
cultural industry,  perhaps,  in  the  United  States.  If  you  take  Hawaii 
as  an  example — and  Hawaii,  as  you  know,  is  the  foremost  producer 
of  cane  sugar  of  all  the  States — we  have  enjoyed  tremendous  high 
wages  among  the  sugar  workers,  wages  imknown  in  any  part  of  the 
United  States  or  any  part  of  the  world,  and  stability  to  the  extent 
of  continuing  employment  without  disruption.  Looking  at  it  from  a 
sugar  State,  we  find  the  Sugar  Act  the  most  successful  of  all  agricul- 
tural programs. 

Of  course,  the  gentleman  from  Illinois  has  been  most  difficult  to 
convince  of  the  goodness  of  the  Sugar  Act,  and  the  gentleman 
continues  to  talk  about  subsidy  at  the  taxpayer's  expense.  I  was  able 
to  convince,  I  think,  the  other  Congressman  from  Illinois,  Mr.  Conte, 
that  there  is  a  difference  between  a  subsidy  as  applied  to  other 
agricultural  programs  and  compliance  payments  as  applied. to  the 
Sugar  Act.  But  certainly,  the  gentleman  sees  the  difference  ? 

Mr.  FiNDLEY.  Mr.  Conte  is  going  to  be  shocked  to  learn  that  he  is 
from  Illinois.  I  should  say  that  first. 

Mr.  Matsunaga.  Oh,  I  am  sorry,  I  meant  to  say  Massachusetts. 

Mr.  FiNDLEY.  But  I  would  not  want  to  leave  the  impression  that  I 
think  the  Sugar  Act  has  been  totally  without  merit.  The  point  I  tried 
to  make  in  response  to  your  question  was  that  consumers  by  and  large 
would  have  had  a  better  deal  without  the  Sugar  Act  over  the  years. 
That  is  why  I  am  here  today  to  suggest  a  modest  reform  which  will 
give  the  consumer  a  better  deal. 

33-136—74 i 
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Mr.  Matsunaga.  Well,  I  think  the  wiser  road  would  be  to  stick 
with  stability.  But  let  me  ask  you  this :  It  was  suggested  that  com- 
pliance payments  be  done  away  with  and  the  taxes,  the  processing 
tax,  be  done  away  with.  Would  you  go  along  with  this? 

Mr.  FiNDLET.  That  is  exactly  what  I  proposed  in  my  statement, 

Mr.  Matsunaga.  But  did  you  know  that  the  industry  has  paid  into 
the  Federal  Treasury  by  way  of  a  special  processing  tax  about  $600 
million  more  than  what  it  has  paid  in  the  compliance  payments  since 
the  Sugar  Act  was  enacted? 

Mr.  FiNDLEY.  I  am  sorry,  I  do  not 

Mr.  Matsunaga.  In  other  words,  the  taxpayer  under  this  pro- 
gram  

Mi".  Findley.  Has  gained. 

Mr.  Matsunaga.  Has  gained  to  the  tune  of  over  half  a  billion 
dollars 

Mr.  Findley.  That  is  right,  yes. 

Mr.  Matsunaga.  Over  half  a  billion  dollars  in  the  life  of  the  act. 

Mr.  Findley.  In  fact,  it  is  over  $700  million  by  my  figures. 

Mr.  Matsunaga.  So  you  cannot  very  well  call  this  subsidy  to  the 
industry,  because  the  industry  has  really  overpaid  into  the  Federal 
Treasury  to  the  benefit  of  the  taxpayer  to  the  tune  of  about  $600 
million. 

Mr.  Findley.  The  gentleman  is  assuming  that  the  purpose  of  the 
excise  tax  is  simply  to  cover  the  payments.  Now,  this  may  have  been 
in  the  minds  of  some  people  who  voted  for  the  act  and  for  the 
extensions  of  the  act,  but  there  is  no  direct  precise  relationship 
between  payments  and  the  tax.  I  think  that  it  is  high  time  we 
eliminate  what  I  would  describe  as  a  sales  tax  on  a  basic  food  item, 
this  i^-cent-a-pound  tax  on  sugar.  A  sales  tax  is  a  regressive  tax 
and  I  think  this  is  a  good  opportunity  for  us  to  eliminate  it. 

Mr.  Matsunaga.  You  are  not  saying  that  the  processing  tax  is  a 
sales  tax,  are  you  ? 

Mr.  Findley.  I  think  it  bears  all  of  the  basic  characteristics  of  the 
sales  tax  and  attaches  to  a  basic  food  item.  So  I  think  it  is  highly 
desirable  that  we  eliminate  this  regressive  tax,  which  hits  this  very 
important  food  item. 

Mr.  Matsunaga.  I  am  not  making  the  futile  attempt  to  try  to 
convince  the  gentleman  from  Illinois,  so  that  is  the  end  of  my 
questioning. 

Mr.  Goodling.  Mr.  Chairman,  I  just  want  to  make  a  comment. 

I  commend  the  gentleman  from  Hawaii  for  defending  the  Sugar 
Act.  As  I  look  over  this  list  of  20  corporations  that  have  received 
large  amounts  of  money,  14  happen  to  be  from  Hawaii.  So  again  I 
say  I  commend  you  for  defending  the  sugar  industry. 

Mr.  Matsunaga.  Since  it  is  not  often  the  gentleman  passes  out 
bouquets,  I  accept  the  commendation. 

[Laughter.] 

Mr.  MizELL.  Mr.  Chairman? 

The  Chairman.  Mr.  Mizell  ? 

Mr.  Mizell.  Mr.  Chairman. 

Paul,  in  your  testimony,  you  seem  to  assume  that  with  the  elimina- 
tion of  the  sugar  payments,  the  consumer  would  benefit  from  a  lower 
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price  in  sugar.  Then  I  notice  a  little  further,  you  quote  the  price  of 
world  sugar  at  this  point  and  relate  it  to  the  depletion  in  supplies.  So 
the  elimination  of  the  program  would  not  necessarily  mean  that  we 
were  going  to  have  lower  priced  sugar,  would  it? 

Mr.  FiNDiJBT.  That  is  an  accurate  statement  because  there  are  so 
many  imponderables  in  the  operation  of  the  Sugar  Act  that  really 
cannot  be  anticipated.  It  depends  on  how  tightly  the  program  is 
administered.  It  depends  on  where  the  corridor  is  established  and 
how  wide  the  corridor  is. 

As  I  said,  I  would  hope  that  the  corridor  level  will  be  enlarged 
permitting  a  greater  fluctuation  as  world  supply-demand  conditions 
change  so  that  we  would  move  toward  a  competitive  marketplace 
and  away  from  the  rigidity  that  has  characterized  the  Sugar.  Act 
up  to  now. 

Mr.  MizELL.  I  thank  you  both. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  I  might  just  follow  that  a  moment. 

If  you  move  toward  the  world  market,  then  the  price  of  sugar  is 
not  going  to  go  down,  is  it,  domestic  sugar  ? 

Mr.  FiNDLEY.  It  depends  on  where  the  world  market  is. 

The  Chairman.  The  world  market  is  about  5  cents  above  domestic 
sugar,  though,  is  it  not? 

Sir.  FiNDLEY.  Historically,  the  world  price  has  been  substantially 
below  the  United  States  corridor  price. 

The  Chairman.  But  you  just  pointed  out  that  we  are  now  in 
another  ball  game  and  another  situation 

Mr.  FiNDLEY.  That  is  right,  it  is  hard  to  predict. 

The  Chairman.  And  we  now  have  a  world  price  substantially 
above  the  domestic  price  and  if  we  wiped  out  the  tax,  it  would  not 
have  any  effect  whatsoever  on  the  price  of  sugar  in  the  United  States 
today,  would  it? 

Mr.  FiNDLEY.  If  we  w/iped  out  the  excise  tax  today 

The  Chairman.  It  would  not  reduce  the  price  of  sugar  in  the 
American  grocery  store,  would  it  ? 

Mr.  FiNDLEY.  It  should.  It  should  reduce  it  one-half  cent  a  pound. 

The  Chairman.  It  should,  but  it  would  not,  would  it? 

Mr.  FiNDLEY.  I  would  hope  the  disciplines  of  the  marketplace,  at 
least  at  the  supermarket  level,  are  such  that  it  would  go  down  one- 
half  cent  a  pound. 

The  Chairman.  You  have  already  suggested  that  you  thought  the 
corridor  should  go  up  and  if  the  corridor  should  go  up,  I  do  not 
see  how  in  the  world  you  expect  the  price  to  go  down. 

Mr.  FiNDLEY.  Mr.  Chairman,  I  thought  your  question  was  if  the 
excise  tax  is  eliminated  today,  would  the  consumer  price  go  down. 

Tlie  Chairman.  Yes. 

Mr.  FiNDLEY.  If  the  elimination  of  the  excise  tax  is  paired  with  the 
elimination  of  the  payments  and  an  increase  in  the  corridor,  of 
course  it  would  not  go  down. 

The  Chairman.  Well,  anybody  can  get  the  present  price  for  sugar, 
can  they  not  ?  I  mean  there  is  a  market  for  it  at  the  present  price ;  at, 
say,  11.5  cents  there  is  a  market  for  it? 
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Mr.  FiNDL£Y.  That  may  be  correct,  but  I  certainly  hope  prices 
respond  to  cost  changes. 

The  Chatkmax.  Why  in  the  world  would  anybody  reduce  that 
price  to  11  cents  because  the  tax  was  removed? 

3^Ir.  FiNDLEY.  Well,  the  retail  grocery  business  is  not  as  responsive, 
frankly,  as  I  would  like  to  see  it  in  the  price  of  consumer  items.  But 
sugar  IS  an  item  whose  price  I  think  most  homemakers  recognize.  I 
would  hope  that  they  are  alert  enough  and  the  force  of  competitors 
sufficient  to  bring  pressure  to  bear  upon  the  supermarket  managers 
to  bring  down  the  price  one-half  cent.  The  cost  of  the  sugar  would 
certainly  go  down  one-half  cent  to  the  wholesaler,  whoever  buys  it 
first  from  the  processor,  and  that  cost  reduction  should  be  reflected 
in  the  price  at  which  it  is  passed  on. 

The  Chairmax.  I  do  not  know  that  there  is  any  evidence  that  the 
price  would  go  down  one-half  cent  to  the  processor. 

Mr.  FixDLET.  Well,  if  it  does  not  go  down  a  half  cent,  if  it  has  no 
effect  on  the  price  of  sugar  in  the  United  States  economy,  we  ought 
to  raise  the  excise  tax  to  5  cents  and  really  help  the  U.S.  Treasury. 

The  Chairmax.  Probably  you  can  raise  it  5  cents,  probably  you 
can  raise  it  as  much  as  the  world  price.  And  when  the  United  States 
market  is  substantially  below  the  world  market,  I  cannot  believe  that 
you  are  going  to  lower  the  American  price  by  removing  the  tax. 

!Mr.  FixDLEY.  Well,  the  tax  is  a  cost  item  within  the  coimtry. 

The  Chatkmax,  As  long  as  there  is  a  demand  for  the  product  at 
the  price,  and  there  is  a  demand  at  11.5  cents,  is  there  not? 

Mr.  FixDLEY.  Yes,  presently,  but  this  reflects  in  part  the  tax. 

The  Chairmax.  You  can  sell  all  the  sugar  that  you  can  produce 
at  that  price,  can  you  not? 

Sir.  FixDLEY.  Well,  it  would  seem  so.  That  is  the  best  I  can  say  on 
that,  but  that  assumes  cost  factors  do  not  change. 

The  Chairmax.  Yes,  it  would  seem  so,  and  it  would  seem  then  that 
you  could  continue  to  sell  it  at  11.5  cents.  And  I  do  not  believe  that 
our  processors  or  distributors  are  that  altruistic  that  they  would 
simply  lower  the  price  because  the  tax  was  removed.  I  do  not  believe 
that  next  year  when  there  is  a  new  crop — I  guess  it  is  coming  in  now 
down  in  Florida  and  Louisiana — I  do  not  beheve  that  those  producers 
are  going  to  lower  an^-thing  as  long  as  they  can  sell  it  at  11.5  cents. 
They  are  going  to  take  all  they  can  get. 

Your  com  people  could  sell  corn  for  probably  $3  a  bushel  and 
make  a  profit  on  it.  But  they  are  getting  more  than  that  and  they  are 
not  going  to  sell  it  for  less  than  the  market  will  give  them,  are  they  ? 

Mr.  FixDLEY.  That  is,  of  course,  true. 

The  Chairmax.  And  I  do  not  think  that  the  sugar  people  are  any 
more  grasping  or  any  less  grasping  than  your  corn  people  in  Illinois. 
I  think  they  are  the  same  sort  of  people  and  I  think  you  will  have 
exactly  the  same  sort  of  results  from  trying  to  sell  sugar  at  less  than 
the  world  market  that  you  will  have  with  corn  people.  They  are 
going  to  take  all  that  the  market  will  pay. 

Now,  I  think  that  is  perfectly  plain  whether  it  is  sugar  people  or 
cotton  people  or  anybody  else. 

ilr.  FixDLET.  Well,  Mr.  Chairman,  I  think  it  is  very  plain  that  the 
ratio  of  United  States  price  on  sugar  to  the  world  price  is  exceptional. 
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In  fact,  if  it  were  not  exceptional,  we  probably  would  not  get  any 
supplies  at  all  over  the  long  haul.  So  this  period  is  going  to  pass. 
But  I  do  not  share  your  evaluation  of  the  pricing  procedures  nere 
in  this  country.  It  is  my  belief  that  with  the  elimination  of  the  excise 
tax,  there  would  be  a  corresponding  reduction  in  the  market  price  of 
sugar  in  the  United  States. 

The  Chairman.  Well,  I  have  one  other  very  serious  question.  If  we 
eliminate  that  tax,  whether  we  reduce  the  price  or  whether  we  do  not, 
it  is  going  to  reduce  the  revenues  to  the  U.S.  Government,  is  it  not  ? 

Mr.  Fi]ST>LEY.  That  is  correct. 

The  Chairman.  How  are  you  going  to  replace  those  revenues  ? 

Mr.  FiNDT^Y.  Well,  I,  of  course,  recommend  an  elimination  of  the 
payment,  which  would  roughly  cancel  out — not  quite,  but  almost. 

The  Chairman.  No,  it  will  not  nearly  cancel  it  out. 
.    Mr.  FiNDLEY.  It  will  comjB  within  about  $30  million  of  balancing 
oflF  the  revenues  from  the  excise  tax  on  sugar.  Now,  this  would  mean 
a  short  item  of  $30  million. 

The  Chairman.  Where  are  you  going  to  get  the  $30  million? 

Mr.  FiNDLEY.  Well,  we  need  more  than  $30  million  in  revenue  to 
balance  the  budget  and  I  am  ready  to  examine  any  proposal  you  will 
come  forward  with.  I  have  my  own  ideas  for  tax  reform.  But  I  do 
not  think  it  is  in  the  public  interest  for  us  to  have  regressive  taxes 
like  the  sugar  excise  tax.  This  is  a  good  time  for  us  to  take  a  modest 
step  in  tax  reform. 

A  tax  on  basic  food  item  is,  by  its  very  nature,  regressive.  It  hits 
the  poor  people  harder  than  the  wealthier  people  because  more  of 
their  budget  goes  to  such  items. 

The  Chairman.  You  would  not  favor  the  repeal  of  all  sales  taxes? 

INIr.  FiNDLEY.  I  think  it  is  a  good  objective  in  the  long  term,  yes. 

The  Chairman.  You  would  not  favor  it  though,  would  you? 

Mr.  FiNDLEY.  I  favor  eliminating  the  excise  tax  on  sugar,  I  cer- 
tainly do.  And  I  would  oppose  a  proposal  to  establish  a  broad 
Federal  sales  tax.  I  think  that  would  be  moving  in  the  wrong  direc- 
tion in  our  tax  structure. 

The  Chairman.  You  would  not  favor  the  State  of  Illinois  repealing 
its  sales  tax? 

Mr.  FiNDLEY.  Yes,  I  think  it  would  be  highly  desirable  for  the 
State  of  Illinois  to  shift  to  other  forms  of  revenue,  especially  on  food. 

The  Chairman.  Thank  you. 

Mr.  ViGORiTO.  Mr.  Chairman,  would  you  yield  ? 

The  Chairman.  Yes. 

Mr.  ViGORiTO.  If  you  asked  that  q^uestion  of  me,  I  would  very 
definitely  say  yes,  I  would  favor  repealing  all  sales  taxes  because  they 
are  regressive. 

I  do  not  know  what  other  taxes  you  have  in  Illinois,  but  in  Penn- 
sylvania, we  have  a  sales  tax,  we  have  a  local  income  tax,  we  have  a 
State  income  tax,  which  is  only  3  years  old,  and  the  State  income  tax 
at  2.3  percent  is  based  on  gross  income,  no  allowances  for  any 
deductions,  exemptions,  or  credits  whatsoever.  However,  I  still  prefer 
a  graduated  income  tax  with  allowances  and  exemptions  and  doing 
away  with  regressive  sales  taxes  throughout  the  country. 

Thank  you,  Mr.  Chairman. 
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The  Chairman.  Anybody  else  ? 

[Nk)  response.] 

The  Chairman.  If  not,  we  are  very  much  obliged  to  you,  Mr. 
Findley.  Thank  you  very  much  for  your  illuminating  statement. 

Now  we  are  pleased  to  hear  from  Mr.  James  H.  Marshall.  Mr. 
Marshall  is  President  of  the  California  and  Hawaii  Sugar  Co.  Mr. 
Marshall  represents  the  sugar  beet  growers  and  processors,  the 
sugar  care  growers  and  processors  of  Louisiana,  Florida,  Hawaii,  and 
Texas,  and  the  cane  sugar  refiners.  For  that  reason,  Mr.  Marshall 
will  be  granted  an  exception  on  the  time. 

STATEMENT  OF  JAMES  H.  MARSHALL,  PRESIDENT,  CALIFORNIA  & 
HAWAHAN  SUGAR  CO.,  ACCOMPANIED  BY  RICHARD  W.  BLAKE, 
EXECUTIVE  VICE  PRESIDENT,  NATIONAL  SUGAR  BEET  GROWERS 
FEDERATION;  AND  GILBERT  J.  DURBIN,  VICE  PRESIDENT  AND 
GENERAL  MANAGER,  AMERICAN  SUGARCANE  LEAGUE  OF  U.S.A. 

Mr.  Marshall.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  committee,  my  name  is  James 
H.  Marshall.  I  am  President  of  the  California  and  Hawaiian  Sugar 
Co.  which  is  headquartered  in  San  Francisco,  Calif. 

I  appear  before  you  today,  however,  on  behalf  of  all  segments  of 
the  American  sugar  industry,  with  the  exception  of  Puerto  Rico,  who 
are  now  actively  engaged  in  the  growing,  processing  or  refining  of 
sugar.  This  consists  of  the  sugar  beet  growers  and  processors,  the 
sugarcane  growers  and  processors  of  Louisiana,  Florida,  Hawaii,  and 
Texas,  and  the  cane  sugar  refiners. 

Collectively,  the  groups  for  whom  I  speak  today  either  farm  or 
maintain  commercial  sugar  refining  or  processing  operations  in  27 
of  the  50  States.  With  your  permission,  I  should  like  the  full  list  of 
the  organizations  for  whom  I  speak  to  be  inserted  at  the  conclusion 
of  my  remarks.  I  should  add  that  a  revised  list  of  the  organizations 
in  the  mainland  cane  grower  and  processor  groups  has  been  given  to 
the  committee  staff  in  substitution  to  the  list  previously  submitted.  If 
we  have  your  permission  to  do  this,  we  will  make  that  substitution. 

The  Chairman.  So  ordered. 

[See  p.  55.] 

Mr.  Marshall.  Mr.  Chairman,  it  is  my  honor,  as  it  was  in  1971,  to 
present  to  the  committee  the  views  and  recommendations  of  the 
various  segments  of  the  sugar  industry  respecting  sugar  legislation. 
I  might  add,  Mr.  Chairman,  that  I  have  participated  in  matters 
dealing  with  sugar  legislation  almost  since  the  inception  of  the  Sugar 
Act  which,  as  you  Imow,  had  its  beginning  as  the  Jones-Costigan 
Act  in  1934. 

In  the  intervening  years,  the  Sugar  Act  has  been  reviewed  and 
reenacted  a  number  of  times.  However,  the  objectives  of  the  legisla- 
tion have  remained  essentially  the  same.  They  are : 

1.  To  assur  consumers  of  adequate  supplies  of  sugar  at  reasonable 
prices. 

2.  To  maintain  the  domestic  sugar  industry. 

3.  To  promote  the  export  trade  of  the  United  States. 
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Over  the  years,  various  amendments  have  been  added  to  deal  with 
needed  changes,  but,  in  all  that  time,  the  goals  and  basic  elements 
have  remained  substantially  intact. 

Perhaps  at  no  other  time  in  the  40-year  history  of  the  Sugar  Act 
have  we  faced  the  difficult  combination  of  circumstances  which  today 
confront  the  industry  and  the  Nation.  As  an  example,  in  the  last  3 
years  world  sugar  consumption  has  outstripped  world  production. 
The  world  surplus  has  disappeared  and  available  sugar  inventories — 
around  the  globe — are  at  extremely,  perhaps  dangerously,  low  levels. 

The  American  sugar  market,  which  was  for  many  years  looked 
upon  by  foreign  producers  as  a  premium  market  has,  for  the  past 
year,  been  paying  less  for  its  sugar  than  buyers  on  the  world  market. 

Beyond  those  factors,  the  American  sugar  industry  is  faced  with 
rapidly  escalating  costs  for  fuel,  fertilizer,  transportation,  packaging, 
and  indeed  for  all  farming  and  manufacturing  needs. 

These  and  other  events  of  the  day  have  weighed  heavily  on  the 
industry  discussions  which  have  preceded  my  appearance  here  today. 

Before  I  discuss  the  recommendations  we  are  putting  forward,  I 
would  like  to  tell  the  committee  that  during  the  deliberations  which 
we  have  carried  out  at  the  request  of  the  chairman,  we  have  con- 
sidered, investigated  and  discussed  many  possible  alternatives  to  the 
Sugar  Act.  Some  of  the  alternatives  seemed  to  have  promise,  but 
upon  close  examination  each,  in  its  proposed  form,  was  found  to 
contain  deficiencies  that  could  not  be  adequately  corrected  to  permit 
them  to  operate  under  all  circumstances  as  well  as  the  present 
Suffar  Act. 

The  sugar  industry's  recommendations,  therefore,  embrace  and 
strengthen  the  broad  principles  of  the  Sugar  Act  that  have  proved 
successful  over  the  years. 

As  you  know,  sugar  is  a  deficit  commodity  in  this  country.  The 
approach  to  sugar,  and  the  Sugar  Act,  is,  therefore,  quite  different 
than  the  approach  to  all  other  food  commodities  this  committee 
considers. 

Because  sugar  is  a  deficit  commodity,  the  maintenance  of  a  viable 
domestic  sugar  industry  is  paramount  to  the  long-range  assurance  of 
adequate  supplies  of  sugar  for  American  consumers.  Perhaps,  the 
wisdom  of  supplying  a  significant  portion  of  our  sugar  needs  and 
maintaining  an  industry  to  accomplish  that  end  has  been  more 
evident  in  recent  months  than  at  any  time  in  the  history  of  sugar 
legislation.  Similarly,  the  history  of  providing  a  preferential  market 
for  foreign  suppliers  has  stood  us  in  good  stead  during  these  times 
of  tight  world  sugar  supplies  and  high  world  prices. 

Despite  uncertainty  in  recent  months  regarding  the  future  of  the 
Sugar  Act  and  its  administration,  foreign  countries  have  continued 
to  send  sugar  to  this  market  although  they  could  have  obtained  a 
higher  price  elsewhere. 

I  need  not  remind  you  that  today  the  price  of  sugar  on  the  world 
market  is  over  5  cents  a  pound  above  that  of  the  United  States.  As 
of  the  close  of  last  night,  it  was  7  cents  above  that  of  the  United 
States.  And  during  most  of  1973  and  into  this  year,  the  world  price 
has  been  above  our  price. 
Sugar  is  not  immune  to  the  inflationary  spiral;  however,  as  a 

result  of  the  operations  of  the  Sugar  Act,  housewives  in  the  United 
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States  are  paying  less  for  sugar  than  are  consumers  in  most  other 
countries.  And,  the  Sugar  Act  has  continued  to  provide  adequate 
supplies. 

We  appreciate  the  support  that  the  chairman  and  the  members  of 
this  committee  have  given  the  sugar  program  and  we  are  endeavoring 
to  make  recommendations  which  we  befieve  will  strengthen  the  pro- 
gram in  the  future. 

As  I  mentioned  earlier,  we  are  presently  going  through  a  period  of 
unusually  tight  world  supplies  of  sugar.  We  believe  that  some  modi- 
fications must  be  made  m  the  Sugar  Act  in  order  to  enable  it  to 
continue  to  function  in  this  period  as  effectively  as  it  has  in  the  past. 

There  is  a  definite  need  for  increased  sugar  production  both  at 
home  and  abroad. 

Accordingly,  we  are  recommending  quota  increases  for  the  beet 
sugar  area,  the  mainland  cane  area,  which  is  Louisiana  and  Florida, 
and  for  Texas. 

The  quota  increases  we  propose  will  enable  producers  to  more  fully 
exercise  their  production  potential.  Under  our  recommendations,  the 
Sugar  Act  should  not  inhibit  production  increases  in  any  domestic 
sugar  producing  area. 

Insofar  as  quotas  are  concerned,  we  first  recommend  that  the  base 
for  quotas  be  increased  to  the  12  million-ton  level.  This  more  nearly 
reflects  current  consumption  levels  than  does  the  present  base  of 
11,200,000  tons. 

It  is  the  recommendation  of  the  sugar  industry  that  the  quota  for 
the  beet  sugar  area  be  established  at  3,875,000  tons  at  the  12  million- 
ton  base.  This  represents  an  increase  of  approximately  88,000  tons 
from  the  quota  established  under  the  present  Act. 

In  1972,  the  beet  sugar  industry  produced  a  record  crop  that 
approached  3,650,000  tons.  Last  year,  sugar  beet  acreage  declined 
attributable  primarily  to  competition  from  other  crops,  but  to  some 
extent  also  to  poor  weather  and  other  factors.  As  a  consequence,  beet 
sugar  production  dropped. 

Construction  is,  however,  in  progress  on  three  new  beet  sugar 
processing  plants  that  will  provide  well  in  excess  of  150,000  tons  of 
sugar.  Production  from  these  plants,  plus  a  return  to  normal  acreage 
in  other  beet  producing  areas,  would  in  the  future  attain  the  pro- 
posed quota  increase. 

In  addition  to  the  proposed  quota  increase,  the  beet  sugar  area  will 
continue  to  share  in  growth  above  the  12  million-ton  base.  Under 
the  Act,  the  beet  area  share  of  growth  amounts  to  around  48,000  tons 
for  every  100,000-ton  increase  in  consumption. 

We  also  recommend  that  the  quota  for  the  mainland  cane  area, 
which  is  Florida  and  Louisiana,  be  increased  to  1,900,000  tons  at  the 
12  million-ton  base.  This  would  represent  an  increase  of  around 
223,000  tons  from  the  quota  existing  under  the  act.  Mainland  cane 
would  also  continue  to  share  in  the  growth  above  the  base. 

In  addition,  we  recommend  that  the  mainland  cane  quota  be 
divided  42.5  percent  to  Louisiana  and  57.5  percent  to  Florida.  If  a 
shortfall  were  to  develop  in  one  of  the  States  in  a  given  year,  the 
other  State  would  be  permitted  to  fill  it ;  but  the  following  year  the 
States  would  revert  to  the  division  of  the  area's  quota  on  the  afore- 
mentioned percentage  basis. 
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Both  the  Florida  and  Louisiana  crops  were  reduced  by  freezes 
this  past  year.  Both  States,  however,  have  record  acreage,  and  the 
quota  increase  proposed  will  permit  them  to  produce  to  their 
potential. 

We  are  also  recommending  a  quota  increase  of  50,000  tons  for  the 
Texas  producing  area,  increasing  its  total  to  150,000  tons.  There  are 
plans  for  expansion,  and  the  quota  increase  proposed  would  accom- 
modate it. 

No  change  is  recommended  in  the  quota  for  Hawaii.  Under  the 
act,  there  is  a  provision  that  permits  Hawaii  to  increase  its  marketing 
within  specified  limits.  This  provides  Hawaiian  producers  with  ample 
room  to  expand,  and,  thereiore,  there  is  no  need  for  an  increase  in 
the  present  quota. 

We  are,  however,  recommending  a  change  that  will  permit  Hawaii 
more  flexibility  in  marketing  its  quota.  Under  the  recommendation, 
Hawaii  would  be  permitted  to  exchange  its  domestic  quota  raw 
sugar  for  foreign  nonquota  sugar,  so  as  to  permit  the  entry  of  such 
foreign  nonquota  raw  sugar  within  the  Hawaiian  quota.  This  will 
reduce  cross-hauling  and  allow  more  sugar  into  the  eastern  half  of 
the  Nation.  This  provision  would  in  no  way  change  the  quota  for 
any  domestic  area  or  foreign  country. 

We  are  also  recommending  that  the  quota  for  Puerto  Kico  be 
reduced  to  a  more  realistic  level.  Production  in  Puerto  Kico  has 
declined  rapidly  in  recent  years  for  a  number  of  reasons. 

In  1973,  the  Puerto  Rican  quota  for  shipment  to  the  mainland 
was  reduced  from  855,000  to  90,000  tons,  as  provided  for  by  the  deficit 
provisions  of  the  act.  For  1974,  the  Department  of  Agriculture  has 
reduced  the  Puerto  Eican  quota  to  155,000  tons. 

Hopefully,  Puerto  Rico  will  be  able  to  stabilize  its  production  and 
reverse  the  decline  that  has  taken  place. 

The  situation  is  such  that  it  is  becomming  difficult  for  consumers 
to  obtain  certain  refined  sugars  in  Puerto  Rico.  We  are,  therefore, 
also  recommending  that  a  change  be  made  in  order  to  more  effectively 
meet  the  needs  of  consumers  in  Puerto  Rico. 

We  are  recommending  that  the  Puerto  Rican  quota  be  reduced 
from  855,000  to  300,000  tons. 

Our  recommended  reduction  will  not  prohibit  Puerto  Rico  from 
marketing  in  excess  of  300,000  tons,  if  possible.  The  same  provision 
I  mentioned  for  Hawaii  applies  to  Puerto  Rico. 

The  reduction  in  the  Puerto  Rican  quota  will  more  than  offset 
the  aforementioned  increases  in  the  quotas  for  the  beet  area,  mainland 
cane,  and  Texas. 

It  will  also  permit  an  increase  of  195,000  tons  collectively  in  quotas 
for  foreign  nations.  Although  we  have  no  specific  recommendation  to 
make  at  this  time,  we  think  the  deficit  section  of  the  act  could  be 
amended  to  give  the  Secretary  authority  to  allocate  deficits  in  such 
a  manner  as  to  give  recognition  to  those  foreign  suppliers  who  deliver 
sugar  to  this  market  on  a  timely  basis  when  world  raw  sugar  prices 
are  higher  than  U.S.  prices.  We  would  be  happy  to  submit  sugges- 
tions on  this  to  the  committee  at  a  later  date,  if  requested. 

So  much  for  quotas.  We  also  have  some  other  recommendations 
that  we  believe  will  strengthen  the  act  still  further. 
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We  lecommend  that  the  price  corridor  introduced  into  the  act  in 
1971  be  eliminated.  We  believe  that  the  Secretary  needs  more  flexi- 
bility than  the  corridor  affords  so  that  he  can  effectively  respond  to 
chanpng  situations. 

In  place  of  the  corridor,  we  recommend  that  the  Secretary  be 
directed  to  administer  the  program  in  a  manner  designed  to  attain 
the  price  objective  on  an  annual  basis.  In  this  regard,  the  Secretary 
would  be  directed  to  reduce  the  consumption  requirements  whenever 
the  mai'ket  price  for  sugar  for  7  consecutive  market  days  is  2  percent 
or  more  below  the  price  objective.  At  all  other  times  the  Secretary 
would  have  flexibility  in  administering  the  program  in  order  to 
protect  the  interests  of  consumers  sEnd  producers. 

We  further  recommend  that  the  Secretary  be  given  authority  to 
conduct  surveys  on  all  sweeteners  so  that  he  has  the  best  information 
available  to  establish  and  adjust  the  consumption  requirements,  and 
to  otherwise  carry  out  the  objectives  of  the  act. 

All  segments  of  the  domestic  sugar  industry  on  whose  behalf  I 
appear  subscribe  to  the  recommendations  I  have  outlined. 

We  do,  however,  have  differing  recommendations  on  two  provisions 
of  the  Sugar  Act.  One  is  the  term  of  the  act,  and  the  other  is  the 
price  objective. 

Term  of  the  Act:  Mr.  Chairman,  all  segments  of  the  domestic 
sugar  industry,  except  the  cane  sugar  refiners,  recommend  as  a  mini- 
mum a  5-year  extension  of  the  act. 

Position  of  ISIainland  Cane  Growers  and  Processors,  Sugarbeet 
Growers  and  Processors,  Texas  Growers  and  Processors  and  Hawaiian 
Sugar  Industry:  This  reconmiendation  for  a  5-year  extension  is 
premised  on  the  belief  that : 

One,  expanded  production  both  here  and  abroad  is  the  only  way  to 
assure  adequate  supplies  and  to  moderate  price ; 

Two,  to  achieve  expansion  of  sugar  production  requires  very  heavy 
investment  in  new  facilities ; 

And  three,  an  assured  market  for  a  number  of  years  is  needed 
before  a  producer  can  make  the  decision  to  expand  and  before  he  will 
be  able  to  obtain  the  necessary  financing  for  expansion. 

These  segments  further  believe  that  since  demand  for  all  crops  is 
strong  and  expansion  of  sugar  production  requires  much  greater 
investment  than  expansion  of  other  crops,  a  secure  market  for  at 
least  5  years  is  more  essential  than  at  any  time  in  the  past. 

The  cane  sugar  refiners  believe  that  the  Sugar  Act  should  be 
extended  for  not  more  than  2  years.  Their  reasons  for  so  believing 
are  as  follows : 

First,  currently  world  sugar  supplies  are  extremely  tight  and  prices 
are  at  or  near  an  all  time  high.  This  situation  could  change  very 
rapidly,  however,  because  hi^h  prices  will  stimulate  additional 
production,  and  because  such  prices  will  tend  to  reduce  consumption — 
particularly  in  the  developing  countries. 

Second,  the  price  relationships  which  exist  today  between  sugar 
beets  and  competing  crops,  such  as  wheat  and  corn,  could  change 
drastically  by  year's  end. 

And,  third,  changing  international  developments  could  have  some 
effect  upon  the  present  U.S.  sugar  supply  system. 
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In  short,  refiners  suggest  that  it  is  unwise  to  legislate  for  the 
"long  term"  under  what  they  believe  to  be  "short  term"  and  highly 
abnormal  circumstances. 

The  other  point  of  difference  among  the  various  segments  of  the 
industry  relates  to  the  price  objective.  On  this  issue  there  are,  within 
the  industry,  four  positions. 

Position  of  Louisiana:  Recommendation:  Louisiana  recommends 
that  the  price  objective  be  defined  as  a  price  for  raw  sugar  which 
would  maintain  the  same  ratio  between  such  price  and  the  average  of 
the  parity  index — 1967-100 — and  the  wholesale  price  index — ^1967- 
100 — as  tlie  ratio  that  existed  between  (1)  the  simple  average  of  the 
monthly  market  prices  calculated  for  the  period  September  1,  1973, 
through  February  28,  1974,  and  (2)  the  simple  average  of  such  two 
indexes  for  the  same  period. 

This  would  relate  the  price  objective  to  recent  actual  market  prices 
rather  than  price  objectives  calculated  prior  to  the  1971  amendments 
to  the  Sugar  Act. 

Louisiana  further  recomfmends  that  the  Secretary  of  Agriculture 
be  given  authority  to  adjust  the  price  objectives  upwards,  within  a 
limit,  whenever  he  determines  that  because  of  prices  of  competing 
farm  products  such  an  adjustment  is  necessary  to  maintain  the  pro- 
duction and  processing  of  domestic  sugarcane  and  sugar  beets  at 
desirable  levels.  The  recommended  limit  of  the  price  objective  so 
adjusted  would  be  determined  by  multiplying  the  average  price  of 
raw  sugar  in  1967 — ^7.28  cents  per  pound — ^by  the  index  of  prices 
leceived  by  farmers  for  all  form  products — 1967-100. 

Rationale :  Louisiana's  recommended  change  in  the  formula  would 
increase  the  price  objective  approximately  1  cent  per  pound  of  sugar. 
Ix)uisiana  states  that  increase  is  needed  by  all  sugarcane  growers  and 
processors  in  that  State  to  maintain  an  economically  healthy  domestic 
sugar  industry. 

Since  1946,  USDA  has  made  six  economic  studies  of  sugarcane 
production  and  processing  in  Louisiana.  Net  profit  before  imputed 
interest  in  relation  to  net  worth  during  the  1965-67  period  was  4.6 
percent  for  producers,  and  3.7  percent  for  processors.  USDA  sum- 
marized the  results  of  the  most  recent  study — 1969-71 — ^as  follows : 

Producers'  profits,  as  a  percentage  of  net  worth,  decreased  7  percent 
during  the  1969-71  period  from  the  prior  period,  1965-67.  The  4,3  percent 
average  profit  on  net  worth  was  the  lowest  since  the  1946-49  period  when 
it  was  2.5  percent.  Processors'  profits  in  relation  to  net  worth  followed  much 
tlie  same  trend  as  that  of  producers.  The  average  profit  in  relation  to  net 
worth  decreased  46  percent  during  the  1969-71  period  from  the  1965-67 
survey  period  with  the  2  percent  average  representing  an  all  time  low. 

Three  Louisiana  cane  factories  ceased  operations  following  the 
1972  crop-processing  season  and  at  least  one  other  will  not  operate 
this  year.  Two  privately  owned  factories  became  cooperatives  in  1973 
«nd  one  more  will  become  a  cooperative  this  year  in  order  to  continue 
operations. 

As  further  justification  for  the  recommended  1  cent  increase  in  the 
level  of  the  price  objective,  Louisiana  cites  recent  large  increases  in 
the  ]>rices  of  fuel  and  fertilizer.  Louisiana  believes  some  of  these 
increases  will  not  be  adequately  reflected  in  price  objectives  computed 
under  the  present  Sugar  Act. 
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For  example,  Louisiana  cites  recent  pi^ice  increases  in  fuel  used  in 
sugarcane  processing  plants.  Louisiana  sugarcane  processors  whose 
contracts  for  natural  gas  expired  January  1,  1974,  nave  had  to  sign 
new  contracts  which  increased  the  price  of  natural  gas  from  39  cents 
to  $1.25  per  MCF.  The  increase  in  cost  of  this  one  item  is  equivalent 
to  one  half  cent  per  pound  of  sugar. 

Large  expenditures  are  being  made  and  will  continue  to  be  made 
by  Louisiana  cane  factories  in  order  to  meet  air  and  water  pollution 
standards.  These  are  investments  for  which  the  factories  will  receive 
no  economic  returns. 

Position  of  Texas:  Recommendation:  The  Texas  sugar  producers 
concur  in  the  price  objective  recommended  by  the  Louisiana  sugar 
producers. 

Rationale :  The  Texas  producers  are  presently  harvesting  their  first 
sugarcane  crop.  The  first  cane  was  milled  on  December  8,  1973,  and 
on  December  20, 1973,  the  area  suffered  a  severe  freeze  of  the  approx- 
imately 25,000  acres  of  sugarcane  then  growing.  At  least  50  percent 
will  not  be  harvested  this  season  and  a  large  portion  that  is  harvested 
can  be  used  only  for  processing  into  molasses.  Consequently,  there 
will  be  very  little,  if  any,  net  return  to  the  producers  from  their  first 
year  of  operations. 

Position  of  Sugarbeet  Growers  and  Processors.  Recommendation: 
Sugarbeet  growers  and  processors  recommend  that  the  present  price 
formula  based  on  the  wholesale  price  index  and  the  index  of  prices 
paid  by  farmers  prevail  except  when  a  price  objective  based  on  the 
average  raw  sugar  prices  in  1967 — ^7.28  cents  per  pound — ^multiplied 
by  the  index  of  prices  received  by  farmers  for  farm  products — 
1967-100 — would  be  higher,  in  which  case  the  latter  would  supercede 
the  present  price  formula. 

Rationale:  Sugarbeets  are  grown  in  rotation  with  other  crops — 
wheat,  cotton,  corn,  potatoes,  tomatoes,  and  a  number  of  others, 
depending  on  the  region  of  production.  The  farmer  rarely  plants 
sugarbeets  on  the  same  field  more  than  once  in  4  years. 

The  unusually  high  prices  which  have  recently  prevailed  for  the 
other  crops  are  difficult  for  the  farmer  to  forego.  As  a  result,  the 
national  sugarbeet  acreage  has  fallen  well  below  the  1972  level.  In 
crop  year  1972,  3,635,000  short  tone,  raw  value  of  refined  beet  sugar 
was  produced.  Sugarbeets  grown  in  the  1973  crop  year  are  still  being 
processed,  but  the  U.S.  Department  of  Agriculture  estimates  that 
sugar  production  will  amount  to  about  3,200,000  tons. 

More  than  30  percent  of  the  sugar  consumed  in  the  United  States 
is  customarily  derived  from  domestic  sugarbeets.  At  this  time  of 
world  scarcity  of  sugar,  it  is  essential  to  consumers  that  beet  sugar 
production  be  maintained.  Only  by  increased  production  here  and 
abroad  can  prices  be  moderated.  From  the  processor's  viewpoint,  an 
adequate  volume  of  sugarbeets  is  needed  for  efficient  operations. 

Sugarcane  is  a  perennial  crop  and  hence  less  susceptible  to  competi- 
tion from  other  crops.  But  a  certain  percentage  of  the  sugarcane 
acreage  is  replanted  each  year  and  so  mainland  sugarcane  production 
is  also  adversely  affected  to  some  degree,  principally  by  competition 
from  rice,  soybeans  and  truck  crops. 
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Sugarbeet  producers  and  processors  believe  that  the  present  price 
formula  should  be  retained  except  in  the  unusual  years  when  prices 
of  competitive  crops  are  extraordinarily  high  as  at  present.  In  the 
last  20  years,  the  alternative  formula  would  have  prevailed  only  in 
the  period  since  the  summer  of  1972. 

The  present  price  formula  is  needed  to  cope  with  increasing  costs 
stenmiing  from  the  constant  erosion  of  the  value  of  the  dollar.  The 
alternative  would  come  into  play  only  when  there  is  a  worldwide 
short  supply  of  farm  products.  At  such  times,  it  is  more  probable 
than  not  that  sugar  will  also  be  in  short  supply  since  the  competition 
for  cropland  use  is  a  worldwide  phenomenon. 

Had  this  proposal  been  in  effect  in  January  of  this  year,  the  Sugar 
Act  price  objective  during  February  would  have  been  13.98  parts  per 
pound  of  raw  sugar.  The  actual  price  on  February  15  was  17.75  cents. 
It  is  the  view  of  the  sugarbeet  producers  and  processors  that  the 
actual  price  of  raw  sugar  would  be  less  than  it  presently  is  had  the 
alternate  price  objective  been  in  effect  under  the  Sugar  Act  Amend- 
ments of  1971. 

Not  only  would  domestically  produced  sugar  be  available  in 
greater  quantity  but  the  foreign  countries  would  have  had  greater 
incentive  to  fill  their  annual  quotas  in  more  timely  fashion. 

Finally,  it  must  be  noted  that  when  the  worldwide  scarcity  of  farm 
products  subsides,  the  price  objective  as  proposed  by  the  sugar  beet 
producers  and  processors  would  revert  to  the  formula  in  the  current 
act. 

Position  of  Hawaii.  Hawaii  recommends  no  change  in  the  price 
objective  formula  as  presentlv  contained  in  the  act. 

Position  of  Florida.  Florida  recommends  a  price  not  less  than  the 
present  price  objective. 

Position  of  Cane  Sugar  Refiners.  Recommendation :  Refiners  recom- 
mend that  no  change  be  made  in  the  formula  now  contained  in  the 
price  objective  provision  of  the  Sugar  Act.  That  section  now  links 
the  price  of  raw  sugar  to  the  simple  average  of  "The  Index  of  Prices 
Paid  by  Farmers  for  Commodities  and  Services"  and  the  "Wholesale 
Price  Index." 

Rationale.  Together,  these  indexes  reflect  the  effects  of  inflation  in 
the  economy.  They  reflect  the  increases  in  the  costs  of  farmers — with 
no  offsets  for  increases  in  productivity — and  as  these  indexes  escalate, 
the  price  objective  for  raw  sugar  escalates. 

To  illustrate  the  point :  The  present  act  became  effective  on  January 
1,  1972.  For  that  month,  the  price  objective  for  raw  sugar — as  com- 
puted under  the  formula  now  in  the  act — was  $$8.85  per  hundred- 
weight. BBy  January  1974  the  price  objective  had  escalated  to  $11.37 
per  hundred — an  increase  of  $2.52  per  hundred  pounds,  or  an  increase 
of  more  than  28  percent.  The  price  objective  was  pulled  up  to  that 
level  by  increases  in  the  two  indexes  to  which  the  price  objective  for 
raw  sugar  is  linked. 

For  the  future — for  the  term  of  a  new  Sugar  Act — refiners  believe 
that  the  present  price  objective  formula  adequately  safeguards  the 
interests  of  domestic  producers  of  sugarbeets  and  sugarcane. 

Refiners  assert  that  any  formula  which  produces  a  higher  price 
objective  would  be  contrary  to  the  best  interests  of  the  Nation's 
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consumers— and  iiltiniatelv  contrary  to  the  best  interests  of  the 
producers  themselves.  Even  under  the  present  price  objective,  sugar 
is  losing  ground  to  coni  sweeteners — an  uncontrolled  product,  A 
higher  price  objective  for  raw  sugar,  and  hence  a  higher  price  for 
refined  sugar,  will  accelerate  this  trend. 

Louisiana  sugai'caiie  gi^owers  and  processors  are  recommending  a 
change  in  the  pi'ice  objective  formula — now  in  the  Sugar  Act — which 
would  increase  the  level  of  the  price  objective  by  about  $1  per 
hundredweight,  oi*  $20  per  ton. 

Tu  the  Sugar  Act,  the  Secretary  of  Agriculture  is  directed  to  nnin- 
l^e  sugar  supplies  so  as  to  attaiji  on  an  annual  average  basis  the 
>  lirice  objective  set  forth  m  the  formula.  If  the  Secretary*  achieves  this 
'  1^1^^^^^  if  the  level  of  the  price  objective  itself  were  increasd  by 
isS  ipr  ton,  then  at  requirements  of  12  million  tons  the  effect  of  the 
pi"oposed  change  in  the  price  objective  would  multiply  out  to  an 
inei*ease  of  $i240  million. 

Sugar  beet  processors  and  growers  would  add  an  alternative 
formula  to  the  price  objective  provision.  This  alternate  formula 
would  factor  the  ]:>rice  objective  for  raw  sugar  to  the  "Index  of  Prices 
Received  by  Farmers  for  All  Farm  Products." 

At  any  given  time — under  this  beet  proposals—the  Secretary  would 
be  required  to  use  that  formula  which  produces  the  higher  price  M 
objective ;  either  tlie  new  one  or  that  currently  in  the  act.  ■ 

For  the  future,  it  is  impossible  to  predict  how  often  tlie  Secretary 
would  l>e  required  to  utilize  this  new  formula — or  for  how  long  the  ■ 
alternate  price  objective  it  pi^oduces  would  remaiJi  in  effect.  Had  this  I 
proposed  amendment  been  in  effect  in  1973,  however,  the  price  objec- 
tive  for   I'aw   sugar  would   have  averaged  about  $2  per  liundred 
pounds,   or  $^U)  per  ton,  higher  than   it  actually  was — under  the 
existing  fornnila.  On  the  basis  of  1975  consumption  requirements  of 
11,800,000  tons,  the  effect  of  the  proposed  change  in  the  price  objec-  M 
tive  would  multiply  out  to  $472  million.  " 

Jlr.  Chairman,  this  concludes  my  prepared  statement*  I  thank  the 
chairman  and  the  committee  for  this  opportunity  to  present  our 
views. 

All  segments  of  tlie  industiy  subscribe  to  the  recommendations 
I  have  outlined,  other  than  those  pertaining  to  the  term  of  the  act 
and  the  price  objective* 

Mr.  Chairman,  as  a  single  spokesman,  it  mny  not  be  entirely 
appropriate  for  nie  to  respoiid  to  all  of  tlie  questions  the  committee 
may  have  regai'ding  the  two  points  of  difference.  For  this  reason,  I 
would  appreciate  being  permitted  to  have  a  representative  from 
e^ch  segment  a^'ailable  foi"  me  to  call  upon  in  responding  to  the 
questions  of  the  committee. 

The  Chairman.  We  will  be  glad  to  have  the  representatives  of 
other  groups  join  with  you,  but  m  the  meantime,  we  have  more 
witnesses  scheduled  and  we  will  hear  them.  Then  we  will  go  to 
questioning. 

Thank  you,  Mi\  jyiai-shall 

]Mr,  Matsuxaga,  ^Ir.  Chairman,  I  have  to  go  to  the  Rules  Com- 
mittee: they  need  my  vote.  So  may  I  just  commend  the  gentleman, 
Jlr,  Marshall,  a  good  friend  of  mine. 


I 

I 


^ 


Digitized  by  VjQQ^LC 


55 

The  Chairman.  We  wish  you  would  stay  with  us.  I  am  afraid  you 
are  going  to  do  us  harm  on  that  Rules  Committee. 

[Lau^ter.] 

Mr.  Matsunaga.  I  am  almost  certain  that  I  can  be  of  no  less  harm 
here  to  Mr.  Findley. 

[The  list  of  organizations  for  whom  James  H.  Marshall  appeared 
follows :] 

U.S.    SUGAR  BEET   INDUSTRY 

Alma   Sugar  Beet  Growers,  Inc. 

The   Amalgamated   Sugar  Co. 

American   Crystal   Sugar  Co. 

Art  Valley  Beet  Growers  Association. 

The  Big  Horn  Basin  Beet  Growers  Association. 

Blissfield   Beet   Growers   Association. 

Buckeye  Beet  Growers,  Inc. 

Buckeye  Sugars,  Inc. 

California   Beet   Growers   Association,   Ltd. 

Caro   Sugar  Beet  Growers,  Inc. 

Central   Nebraska  Beet   Growers  Association. 

Cr  OS  well   Sugar  Beet  Growers   Association. 

Elyhee  Beet  Growers  Association. 

Farmers  &  Manufacturers  Beet  Sugar  Association. 

Findlay  District  Beet  Growers  Association. 

Fremont   Beet  Growers  Association. 

Goshen   County  Cooperative  Beet  Growers  Association. 

The  Great  Western  Sugar  Co. 

Holly  Sugar  Corp. 

Idaho    Sugar  Beet  Growers   Association. 

Lower   Snake  River  Sugar  Beet  Growers  Association. 

Michigan  Sugar  Co. 

Monitor  Sugar  Beet  Growers,  Inc. 

Monitor  Sugar  Co.,  Division  of  Robert  Gage  Coal  Co. 

Montana-Wyoming  Beet  Growers  Association. 

The  Mountain  States  Beet  Growers  Marketing  Association  of  Colorado  and 

Kansas. 
The  Mountain  States  Beet  Growers  Marketing  Association  of  Montana. 
The  Nebraska  Non-Stock  Cooperative  Beet  Growers  Association. 
Northern  Ohio  Sugar  Co.  ] 

Nyssa-Nampa  District  Beet  Growers   Association. 

Red  River  Valley  Sugarbeet  Growers  Association. 

Saginaw  Sugar  Beet  Growers,  Inc. 

Sebewaing  Sugar  Beet  Growers  Association,   Inc. 

Southern    Colorado   Beet   Growers   Association. 

Spreckels    Sugar  Division,   Amstar  Corp. 

Texas-New  Mexico  Beet  Growers   Association. 

Union    Sugar  Division,   Consolidated   Foods  Corp. 

Utah-Idaho  Sugar  Co. 

Utah   Sugar  Beet  Growers  Association. 

Washington   Sugar  Beet  Growers  Association. 

Western    Colorado  Beet  Growers   Marketing  Association. 

U.S.    CANE    SUGAR  REFINING   INDtJSTBY 

U.S.  Cane  Sugar  Refiners'  Association. 

Amstar  Corp. 

C  &  H  Sugar  Co. 

CPC  International,  Inc. 

Godchaux-Henderson   Sugar  Co.,  Inc. 

Imperial  Sugar  Co. 

The  National   Sugar  Refining  Co. 

North  American  Sugar  Industries,  Inc. 
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Revere  Sugar  Refinery. 

Savannah  Foods  &  Industries,  Inc. 

The  South  Coast  Corp. 

Southdown  Sugars,  Inc. 

SuCrest  Corp. 

Supreme  Sugar  Co.,  Inc. 


HAWAIIAN    SUGAECANE   INDUSTRY 

Hawaiian    Sugar   Planters*   Association. 

Gay  ^  Robinson. 

Hawaiian  Commercial  &  Sugar  Co. 

Hilo  Coast  Processing  Co. 

Honokaa  Sugar  Co. 

Ka'u  Sugar  Co.,  Inc. 

Kohala   Sugar  Co. 

Kehaha   Sugar  Co.,  Ltd. 

Laupahoehoe  Sugar  Co. 

Lihue   Plantation  Co.,   Ltd. 

Maunakea  Sugar  Co.,  Inc. 

McBryde  Sugar  Co.,  Ltd. 

Oahu  Sugar  Co.,  Ltd. 

Olokele  Sugar  Co.,  Ltd. 

Pioneer  Mill  Co.,  Ltd. 

Puna  Sugar  Co.,  Ltd. 

Waialua  Sugar  Co.,  Inc. 

Wailuku  Sugar  Co. 

MAINLAND    CANE    GBOWEBS    AND    PBOCESSOBS 

American  Sugar  Cane  League  of  the  USA  and  the  Florida  Sugarcane 
League  representing  approximately  5,100  growers  and  the  following  proc- 
essors : 

Alma  Plantation,  Inc. 
Atlantic  Sugar  Association. 
Billeaud  Sugar  Co. 

Breaux  Bridge  Sugar  Cooperative,  Inc. 
Wm.  T.  Burton  Industries,   Inc. 
Caire  &  Graugnard. 
Cajun   Sugar  Cooperative,   Inc. 
Caldwell   Sugars   Cooperative,   Inc. 
Colombia  Sugar  Co. 
Cora-Texas   Manufacturing  Co.,  Inc. 
Dugas  &  LeBlanc,   Ltd. 
Evan  Hall  Sugar  Cooperative,  Inc. 
Frisco  Cane  Company,  Inc. 
Glades  County  Sugar  Growers. 
Cooperative  Association. 
Glenwood  Cooperative,  Inc. 
Helvetia   Sugar  Cooperative,  Inc. 
Iberia  Sugar  Cooperative,  Inc. 
Jeanerette  Sugar  Co. 
LaFourche  Sugar  Co. 
Harry  L.  Laws  &  Co.,  Inc. 
Le vert- St.   John,   Inc. 
Louisa  Sugar  Cooperative,  Inc. 
Meeker  Sugar  Cooperative,  Inc. 
Osceola  Farms  Co. 
M.  A.  Patout  &  Son,  Ltd. 
St.  James  Sugar  Cooperative,  Inc. 
St.  Mary   Sugar  Cooperative,   Inc. 
South  Coast  Corp. 
Southdown  Lands,   Inc. 
Gulf  &  Western  Food  Products  Co. 
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OkeeLanta  Sugar  Division. 

Savoie   Industries,   Inc. 

Smithfield  Sugar  Cooperative,  Inc. 

Supreme   Sugar  Co. 

Sterling  Sugars,   Inc. 

Sugar  Cane  Growers  Cooperative  of  Florida. 

J.  Supple's   Sone  Planting  Company,  Ltd. 

Talisman   Sugar  Corp. 

United  States  Sugar  Corp. 

Valentine    Sugars,   Inc. 

A.  Wilbert's  Sons  Lumber  &  Shingle  Co. 

TEXAS 

Rio  Grande   Valley  Sugar  Growers  Cooperative  Association. 

The  Chairman.  Our  next  witness  will  be  Mr.  William  G.  Hejl, 
the  vice  president  of  the  Red  River  Valley  Cooperative. 
Jlr.  Hejl,  we  will  be  glad  to  hear  from  you. 

STATEMENT  OF  WILLIAM  G.  HEJL,  VICE  PRESIDENT,  RED  RIVER 
VALLEY  COOPERATIVE,  INC.;  ACCOMPANIED  BY  JOHN  T.  ALEX- 
ANDER, EXECTJTIVE  VICE  PRESIDENT  AND  GENERAL  MANAGER 

Mr.  Hejl.  Mr.  Chairman,  my  name  is  William  G.  Hejl.  My 
home  is  in  Casselton,  N.  Dak.,  in  the  Red  River  Valley.  1  farm 
approximateh'  1,400  acres  of  land  near  Casselton.  I  am  the  vice 
president  of  the  Red  River  Valley  Cooperative,  Inc.,  a  farmers' 
cooperative  which  is  now  building  a  large  new  beet  sugar  factory 
at  Hillsboro,  N.  Dak.  My  appearance  is  on  behalf  of  the  cooperative 
and  its  292  farmer-members. 

With  me  here  today  is  John  T.  Alexander,  of  Hillsboro,  N.  Dak., 
who  is  executive  vice  president  and  general  manager  of  the  Red 
River  Valley  Cooperative,  Inc.  Mr.  Alexander  came  to  our  coop- 
erative last  year  as  its  chief  executive  officer  after  some  20  years  of 
experience  in  the  U.S.  beet  sugar  industry  and  some  3  years  in  the 
suofar  and  other  agricultural  industries  of  Iran. 

Our  cooperative's  large  new  beet  sugar  factory  will  start  opera- 
tions this  fall.  In  the  next  few  months,  farmer-members  in  the  Red 
River  Valley  of  North  Dakota  and  Minnesota  will  be  planting  the 
50.000  acres  of  sugar  beets  that  will  supply  the  factory.  The  factory 
will  have  a  capacity  to  slice  5,000  tons  of  beets  a  day  and  to  produce 
about  11/^  million  hundredweights  of  refined  sugar  annually.  This 
is  equivalent  to  neary  80,000  short  tons  of  sugar,  raw  value,  each 
year.  Our  cooperative's  new  factory  and  a  similar  factory  of  a 
neighboring  cooperative  in  the  valley  will  be  the  first  new  beet 
suofar  factories  completed  in  the  United  States  since  1968.  United 
States  sugar  production  capacity  thereby  added  will  be  the  largest 
addition  to  domestic  production  capacity  since  the  late  1960's.  The 
Red  River  Valley  area  is  by  far  the  chief — and  one  of  the  few — 
expanding  areas  in  today's  United  States  beet  sugar  industry. 

Major  efforts  over  a  period  of  several  years  were  necessary  before 
we  were  finally  able  to  launch  our  cooperative's  factory  building 
pioject  in  1972.  The  many  difficulties  encountered,  the  many  actions 
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taken  and  the  various  aspects  of  the  project  were  fully  described 
at  a  hearing  and  appear  in  the  hearing  record  of  the  Sugar  Div- 
ision, Agricultural  Stabilization  and  Conservation  Service,  U.S. 
Department  of  Agriculture,  on  October  5,  1972  when  the  coopera- 
tive applied  for  allocation  of  acreage  under  section  302  of  the 
Sugar  Act.  The  formal  allocation  of  30,000  acres  effective  March 
30,  1973  (39  Federal  Register  3233)  describes  several  aspects  of 
the  project. 

Well  worth  noting,  in  view  of  the  distinct  possibility  that  the 
United  States  will  need  even  more  sugar  production  capacity,  is 
the  fact  that  our  cooperative's  new  factory  is  designed  so  that  it 
can  be  doubled  in  capacity,  that  is  from  a  daily  slice  of  5,000  tons 
of  bets  to  a  slice  of  10,000  tons  per  day,  and  that  there  is  plenty  of 
aidditional  acreage  in  the  Red  River  Valley  to  fully  supply  such 
an  enlarged  factory. 

In  building  the  new  factory,  our  cooperative  and  its  farmer- 
members,  backed  by  the  Federal  Farm  Credit  System's  Bank  for 
Cooperatives,  the  Bank  of  the  State  of  North  Dakota  and  others, 
have  made  and  are  making  very  large  investments  in  the  United 
States  sugar  industry.  The  cost  of  the  factory  itself  will  be  in 
excess  of  $30,000,000  and  farmer-members  will  have  invested  many 
more  millions  of  dollars  in  farm  and  sugar  beet  implements  and 
equipment  and  other  facilities  for  growing  and  moving  the  beets 
to  the  factory.  These  investments  in  the  industry  are  as  large  or 
larger  than  any  made  in  the  United  States  sugar  industry  in  recent 
yea^s.  They  were  undertaken  in  the  expectation,  which  was  en- 
couraged by  members  of  both  the  executive  and  legislative  depart- 
ments of  the  U.S.  Government,  that  the  principles  of  the  Sugar 
Act  would  be  continued.  Thus,  our  cooperative,  its  farmer-members 
aiid  financial  backers  have  a  tremendous  stake  in  the  action  of  the 
Congress  on  H.R.  12525. 

Because  our  cooperative  will  have  no  income  until  after  produc- 
tion starts  this  fall,  we  have  not  yet  joined  and  are  not  represented 
by  any  industry  or  grower  association.  Nor  has  our  cooperative 
been  included  in  any  of  the  industry  or  government-industry  dis- 
cussions of  new  sugar  legislation. .  No  other  person  being  authorized 
to  speak  for  our  cooperative,  we  have  asked  this  opportunity  to 
speak  for  ourselves  on  new  sugar  legislation. 

First,  we  strongly  urge  that  the  Congress  continue  the  basic 
principles  of  present  sugar  legislation,  which  has  so  well  served 
the  Ifation  for  four  decades,  both  in  times  of  surplus  and  times  of 
scarcity.  The  recent  lessons  of  oil  have  again  shown  what  has  been 
demonstrated  many  times  in  the  case  of  sugar — also  a  basic  and 
strategic  commodity — ^to  wit,  that  it  is  wise  to  have  at  least  a 
reasonable  degree  of  self-sufficiency  in  such  important  commodities, 
along  with  proven  reliable  foreign  sources.  United  States  consumers 
can  be  thankful  right  now  for  the  Sugar  Act  as  they  continue  to 
enjoy  adequate  supplies  and  at  prices  still  well  below  current 
world  price  levels. 

We  have  heard  the  testimony  given  before  this  committee  by  Mr. 
Marshall  on  behalf  of  the  cane  sugar  refiners  and  the  presently 
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producing  part  of  the  domestic  beet  and  cane  sugar  industries  aiid 
have  the  following  comments. 

1.  We  believe  that  the  overall  quotas  proposed  for  domestic  areas 
in  Mr.  Marshall's  testimony  are  adequate  for  the  present  needs  of 
these  areas  and  a  reasonable  degree  of  United  States  self-sufficiency 
in  sugar  production. 

2.  We  urge  that  sugar  legislation  be  extended  for  at  least  5 
years,  that  is  through  at  least  December  31,  1979. 

3.  We  favor,  as  proposed  by  the  present  sugar  producing  industry^ 
an  alternate  price  objective  based  on  the  index  of  prices  received 
by  farmers  whenever  this  price  objective  is  higher  than  the  present 
price  objective. 

4.  We  favor  the  proposal  of  the  existing  sugar  industry  that  the 
so-called  price  corridor  be  eliminated  and  the  other  proposals  of 
the  industry  regarding  the  administrative  latitude  to  be  given  the 
Department  of  Agriculture,  which  has  had  a  remarkably  good 
record  of  administration  of  sugar  legislation  over  most  of  the  last 
40  years. 

5.  Going  be3'ond  the  proposals  made  in  Mr.  Marshall's  testimony, 
we  strongly  believe  and  recommend  that  any  new  sugar  legislation 
should  specifically  take  into  account  the  interests  of  new  enter- 
prises, such  as  that  of  our  cooperative,  which  are  expanding  domestic 
production  and  helping  assure  the  sugar  security  of  the  United 
States. 

Section  302  of  the  present  Sugar  Act  provides  for  certain  acreage 
allocations  to  new  or  expanded  beet  sugar  factories  through  this 
year,  1974.  In  launching  our  cooperative's  new  factory  project,  we 
applied  for  and  the  Secretary  of  Agriculture  allocated  the  maxi- 
mum acreage  that,  in  his  view,  was  authorized  by  the  present  Act. 
This  was  an  acreage  of  33,000  acres  calculated  to  yield  a  maximum 
of  50,000  short  tons,  raw  value,  of  sugar.  Such  50,000  tons,  however, 
is  far  from  adequate  for  economic  operation  of  our  factory  and,  in 
fact,  is  sufficient  for  only  about  two- thirds  of  capacity  operation. 

If  we  had  had  to  depend  on  the  acreage  allocation  obtained  under 
the  present  Sugar  Act  and  had  not  had  the  clear  prospect  of  being 
able  to  take  additional  acreage  up  to  the  factory's  full  capacity, 
we  could  not  have  obtained  financing  and  the  factory  would  not 
have  been  built.  It  was  only  because  of  failure  of  the  beet  area  to 
produce  its  quota  and  provide  needed  carryover  inventory,  that 
we  were  able  to  go  ahead. 

We  recommend  as  strongly  as  possible,  therefore — ^if  the  law  is 
to  provide  a  meaningful  and  effective  incentive  to  the  building 
and  protection  of  new  production  capacity:  (1)  that  the  provisions 
of  section  302  of  the  act  for  acreage  allocations  for  new  or  enlarged 
beet  sugar  factories  be  made  applicable  throughout  a  5-year  ex- 
tension period;  and  (2)  that  the  Secretary  of  Agriculture  be  given 
authority  to  allocate  for  new  or  enlarged  factories  acreage  for  full 
and  economic  capacity  sugar  factory  operation. 

Xew  beet  sugar  factories  built  now  are  likely,  for  economic 
reasons,  to  be  of  an  annual  capacity  no  smaller  than  the  80,000 
short  tons,  raw  value,  annual  capacity  of  our  factory  and  of  capac- 
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ities  up  to  and  even  larger  than  100.000  tons  per  year.  We  recom- 
mend, therefore,  that  the  Secretary  be  authorized  to  allocate 
acreage  for  new  or  expanded  beet  sugar  factories,  as  he  deems 
necessary  or  appropriate,  %{{)  to  an  acreage,  for  any  one  project, 
,  sufticieiit  to  produce  up  to  at  least  100,000  tons,  raw  value j  of 
[sugar  annually.  We  recomniend  also  an  obvious  corollary-— that 
the  act  c'leaiiy  i>rDvide  for  sugar  nmrketing  rights  that  correspond 
fully  to  siich  acreage  allocations. 

I  We  thank  thi^  committee  for  tliis  oi)portunity  to  present  our  views. 
The  OiiAiBMAN.  Tiiank  you  very  nmch,  Mr.  HejL 

Xow,  Mr.  Zwaeh  will  introduce  the  nest  witness,  who  comes 
from  across  the  river  in  Minnesota. 

Mr,  ZwACH,  Thank  yon,  Mr.  Chairman* 

Mr,  Chairman,  it  is  my  privilege  to  introduce  a  family  farmer 
who,  with  his  304  neighbors,  organized  a  sugar  beet  cooperative  to 
replace  an  obsolete  mill  that  iKid  closed  at  Sliakopee,  Minn,  several 
years  ago.  They  have  some  special  problems  and  I  think  it  is  espe- 
cially pi'oper  that  he  should  make  a  shoit  presentation  to  this 
committee. 

It  is  not  often  that  we  see  a  farmer  like  the  two  we  are  just  going 
t^  see,  but  these  are  men  who  know  the  sugar  beet  business  in  every 
direction, 

M\\  Dale  RuebeL 

The  CiiAiRMAx.  We  are  very  glad  to  have  you  here,  Mr.  Ruebel, 

STATEMENT  OF  DALE  RUEBEL,  EXECUTIVE  SECRETARY, 
SOUTHERN  MINNESOTA  BEET  SUGAR  COOPERATIVE 

Mr.  RiiEBEL.  Mr.  Chairman  and  members  of  the  commitee,  my  name 
is  Dale  Ruebel  and  I  speak  for  the  304  member-shareholders  of  the 
Southern  Minnesota  Beet  Sugar  Cooperative  at  Ren^^lle,  in  western 
and  southern  Minnesota, 

At  the  outset,  I  want  to  say  that  we  support  completely,  the  stand 
taken  by  the  domestic  sugar  industry  I'elative  to  the  extension  of  the 
jiivsent  Sugar  Act  for  5  more  yeai^s. 

We,  pei'haps,  have  additional  reasons  for  desiring  the  passage  of 
H,R,  i!2525,  a  bill  to  extend  the  present  Sugar  Act  for  5  years.  We 
are  at  present,  w-ell  into  the  construction  of  a  $50  million  beet  sugar 
factoi-y  in  oiu'  part  of  Minnesota.  Many  of  our  grower-shareholders 
are  experienced  sugar  beet  growei'^  who  were  cut  off  from  a  market 
for  their  sugar  beets  by  the  closing  of  an  obsolete,  60-year-old  proc-    I 
essing  plant.  These  people  knew  the  value  of  sugar  beets  from  long   " 
association  with  the  crop*  The  main  reasons  given  for  wanting  to 
continue  were  that  the  returns  had  been  dependable,  and  the  market    ■ 
had  been  stable  because  of  the  presence  of  the  Sugar  Act.  | 

Financing  a  project  of  this  size  and  complexity  is  a  tremendous 
job  for  a  group  of  farmet^s.  It  takes  a  great  faith  in  the  worth  of  a 
crop,  of  a  business,  and  in  an  area  for  a  group  of  people  to  get  to- 
gether $10  million  of  equity  to  initiate  such  a  plan.  It  takes  equally 
as  much  faith  for  a  group  of  investors  to  buck  up  these  grower- 
investors  with  enough  money  to  complete  the  job*  We  know  that 
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much  of  our  grower's  thinking  was  based  on  the  stability  caused  by 
the  workings  of  the  Sugar  Act.  We  are  sure  that  much  considera- 
tion was  given  to  this  by  our  institutional  investors.  In  fact,  because 
of  the  great  cost  of  modern  beet  sugar  facilities,  we  question  whether 
other  projects  of  this  kind  would  be  possible  without  this  stability. 

Finally,  though  the  sugar  market  looks  good  for  some  years  to 
come,  we  would  like  to  ask  for  some  quota  protection  under  a  re- 
newed sugar  act.  When  we  planned  our  new  mill  we  assumed  more 
beet  sugar  would  be  needed.  Several  years  have  passed  and  this  has 
proved  to  be  correct.  Our  processing  plant  will  come  on  stream  in 
1975,  after  any  protection  we  may  have  had  as  former  beet  growers 
has  expired.  Our  new  factory  is  a  large  one  and  will  produce  more 
than  100,000  tons  of  refined  sugar  per  year.  We  respectfully  request 
to  be  considered  for  appropriate  quota  protection  for  3  years  begin- 
ning with  our  first  operating  season. 

I  appreciate  very  much  the  opportunity  to  appear  before  your 
committee,  and  will  be  available  to  answer  any  questions  the  memberis 
of  the  committee  may  wish  to  ask. 

Thank  you. 

The  Chairmax.  Thank  you  very  much,  Mr.  Euebel. 

That  completes  our  list  of  witnesses  and  we  will  ask  the  witnesses 
who  have  already  testified  to  return  to  the  witness  table  and  bring 
anybody  you  want  with  j^ou.  We  find  that  it  expedites  things  to  have 
the  witnesses  questioned  in  a  group. 

Mr.  Wampler? 

Mr.  Wampler.  I  have  no  questions. 

The  Chairman.  Mr.  de  la  Garza? 

Mr.  DE  LA  Garza.  I  have  no  questions.  ^ 

The  Chairman.  Mr.  Goodling? 

Mr.  Goodling.  Thank  you,  Mr.  Chairman.  I  would  like  to  ask  Mr. 
Marshall  a  few  questions. 

I  know  this  is  not  going  to  happen,  but  what  might  happen  if  we 
were  not  to  have  any  sugar  legislation  ? 

Mr.  Marshall.  Well,  a  lot  of  things  would  happen,  of  course.  If 
you  are  thinking  in  terms  of  market  repercussions,  I  would  assume 
our  price  would  immediately  go  up  7  cents  to  the  world  market  level 
and  would  stay  at  the  world  market  level,  whether  it  is  up  or  down. 

Mr.  Goodling.  Well,  I  had  not  thought  of  this  until  this  morning, 
but  Steve  Symms  and  I  are  interested  in  producing  apples.  We  do 
not  have  any  quotas,  we  are  not  regulated.  We  take  our  chances  year 
after  year.  Some  years  we  do  well,  other  years  not  so  well.  I  was  just 
wondering  in  my  own  mind  what  might  happen  if  the  sugar  indus- 
try were  not  regulated. 

Mr.  Marshall.  Well,  the  immediate  effect  would  be  as  I  have  said. 
However,  the  sugar  industry  does  not  recommend  going  that  route 
in  order  to  get  higher  prices.  They  think  it  is  in  the  long-term  in- 
terest of  this  country  to  have  the  type  of  sugar  program  that  we 
have.  It  tends  to  guarantee  a  very  considerable  element  of  stability 
in  our  sugar  market  and  in  our  sugar  supplies. 

Mr.  Goodling.  You  are  advocating  increased  production.  Is  there 
a  possibility  that  we  might  overproduce  to  the  detriment  of  other 
crops  and  end  up  with  a  big  surplus  that  the  Commodity  Credit 
Corporation  will  have  to  buy  as  it  has  in  the  past? 

Digitized  by  VjOOQIC 


62 

]Mr.  IVIarshall.  You  mean  without  a  program  or  with  a  program? 

Mr.  GooDLiNG.  With  the  increased  production  that  you  are  asking. 
Could  we  overproduce? 

Mr.  Marshall.  No,  no,  certainly  not  within  those  limits.  The  di- 
vision of  our  total  market  between  domestic  and  foreign  sugar  ac- 
tually would  be  almost  unchanged.  Certainly  after  a  year  or  so  of 
operation,  it  would  be  unchanged,  and  because  of  deficits  in  some  of 
the  domestic  areas,  it  is  probably  unchanged  today.  It  is  a  60/40 
•  division,  60  percent  domestic,  40  percent  foreign.  It  is  not  basically 
changed  by  these  recommendations. 

Mr.  GooDLiNG.  One  further  question.  What  effect  do  the  sugar  sub- 
stitutes have  on  the  su^ar  market  ? 

Mr.  Marshall.  Well,  by  sugar  substitutes,  do  you  mean  the  syn- 
thetic sweeteners  or  are  you  including  corn  sweeteners? 

Mr.  GooDLiNG.  I  did  not  get  that. 

Mr.  Marshall.  I  am  not  sure  in  asking  that,  when  you  say  sugar 
substitutes,  are  you  talking  about  synthetic  sweeteners  like  cyclamates 
and  saccharine,  or  are  you  including  corn  sweeteners? 

Mr.  GooDLiNG.  No,  I  am  thinking  of,  I  happen  to  think  of  one 
trade  name,  Sweet-N-Low.  It  is  a  substitute  for  sugar.  ^Vhat  effect 
are  these  substitutes  having  on  the  sugar  markets  ? 

Mr.  Marshall.  That  is  difficult  for  anyone  to  pinpoint.  I  think  it 
is  quite  likely  that  they  are  displacing  some  sugar.  In  very  large  part, 
however,  since  the  cyclamates  were  banned,  the  products  that  have 
been  used,  principally  saccharine,  are  used  by  people  who  otherwise 
would  not  use  sugar.  So  it  would  be  my  assessment  that  it  is  having 
no  tremendous  effect.  Possibly  it  is  displacing  some  sugar,  because 
some  people  are  using  saccharine.  If  they  were  not  using  it  or  if  it 
were  not  available  to  them,  they  would  be  using  sugar,  but  it  is  not 
a  very  large  element  in  its  effects  on  the  sugar  supply. 

Mr.  GooDLiNG.  That  is  all,  Mr.  Chairman. 

The  Chahiman.  Mr.  Foley? 

Mr.  Foley.  Mr.  Chairman,  Judge  Rarick  of  Louisiana  is  not  able 
to  be  here  and  he  asked  me  if  I  would  pose  some  questions  in  his 
behalf  to  the  Louisiana  representatives. 

Mr.  Marshall,  is  one  of  your  colleagues  here  representing  the 
Louisiana  sugar  industry  ? 

Mr.  Marshall.  Yes,  I  have  some  back-up.  If  you  have  some  ques- 
tions in  reference  to  Louisiana,  I  will  ask  Mr.  Horace  Godfrey,  who 
represents  the  mainland  cane  industry,  to  answer  them. 

]\Ir.  Foley.  These  are  questions,  Mr.  Godfrey,  I  am  asking  on  be- 
half of  Mr.  Rarick. 

Mr.  Godfrey.  Mr.  Foley,  since  these  questions  are  for  Louisiana 
specifically,  I  would  like  for  Mr.  Durbin,  who  is  vice  president  and 
General  Manager  of  the  American  Sugarcane  League,  to  respond 
to  these,  if  you  do  not  mind. 

Mr.  Foley.  Certainly. 

Mr.  Durbin.  I  am  Gilbert  Durbin,  vice  president  and  general 
manager  of  the  American  Sugar  League,  which  represents  all  of  the 
Louisiana  sugarcane  processors  and  97  percent  of  the  Louisiana 
sugarcane  farmers. 

Mr.  Foley.  Thank  you,  sir. 
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Mr.  Earick  asked  me  to  ask  the  following  questions : 

If  the  price  objective  formula  recommended  b^  the  Louisiana 
growers,  if  it  were  in  effect  today,  what  would  the  price  objective  be? 

Mr.  DuRBiN.  It  would  be  about  12.5  cents  per  pound  of  raw  sugar. 

Mr.  Foley.  You  recommend  a  1  cent  increase  in  the  price  objec- 
tive. How  much  would  that  cost  consumers? 

Mr.  DuRBiN.  Well,  at  the  present  time,  it  would  not  cost  the  con- 
sumers anything,  because  the  world  market  price  and  the  domestic 
market  price  for  sugar  is  much  higher  than  that  price  objective.  But 
if  we  would  return  to  a  surplus  situation  on  sugar,  then  you  could 
figure  out  with  pencil  and  paper  that  it  might  cost  the  average  con- 
sumer about  $1  per  year.  In  other  words,  1  cent  per  pound  of  sugar 
on  a  100  pound  per  capita  consumption  is  $1  per  year. 

But  then,  you  could  look  at  it  another  way.  If  we  put  this  into 
effect  in  this  Sugar  Act,  in  the  long  run,  it  may  not  cost  the  sugar 
consumers  anything,  because  giving  this  assurance  to  sugar  producers 
at  this  time  should  tend  to  encourage  additional  sugar  production. 

Mr.  Foley.  What  is  the  world  price,  market  price  of  sugar? 

Mr.  DuRBiN.  Well,  the  world  market  price  yesterday  was  23  cents 
per  pound.  Now,  that  is  f.o.b.  Caribbean  ports  and  Brazil.  If  you 
convert  that  to  a  delivered,  duty-paid  price  to  the  United  States,  that 
is  25  cents.  So  the  price  objective  we  are  recommending  is  really  only 
one-half  of  the  current  world  market  price  for  sugar. 

Mr.  Foley.  Is  it  important  that  the  price  of  sugar  be  high  when 
the  price  of  other  farm  products  is  high  ? 

;Mr.  DuRBiN.  Well,  yes,  we  think  so,  particularly  when  the  best 
people  have  made  their  pitch  as  to  why  it  is  important  in  their  area. 
It  is  also  important  as  far  as  Louisiana  is  concerned.  If  the  price  of 
other  commodities,  other  farm  products,  stays  high  for  a  period  of 
years  and  the  price  of  sugar  stays  low,  then  in  Louisiana,  we  will  have 
a  gradual  destruction  of  the  sugar  industry  in  our  State,  and  it  has 
been  there  for  179  years,  and  we  would  shift  gradually  to  soybean 
growing  and  cattle  farming. 

Mr.  Foley.  Is  it  advisable  to  prevent  that  shift? 

ilr.  DuRBiN.  Well,  we  think  so  far  a  number  of  reasons.  First, 
raising  of  soybeans  and  the  raising  of  cattle  do  not  require  very  much 
labor,  particularly  in  relation  to  sugarcane.  So  that  would  be  very 
unfortunate  for  a  large  number  of  workers  that  are  employed  in  the 
Louisiana  sugar  industry,  many  of  whom  would  be  out  of  work  and 
many  of  whom  dot  not  have  the  skills  necessary  to  find  employment 
elsewhere.  Of  course,  then,  sugar  consumers  would  lose  what  has  been 
a  dependable  source  of  sugar  supplies,  and  it  would  very  adversely 
affect  the  economy  of  a  large  part  of  Louisiana. 

Mr.  Foley.  What  wage  rate  do  Louisiana  sugarcane  field  workers 
receive  ? 

ilr.  DuRBiN.  Our  present  minimums — and  these  are  minimums  es- 
tablished by  the  Secretary  of  Agriculture  in  the  Sugar  Act — are 
Si. 90  for  the  lowest  category  of  worker  and  $2.10  for  the  highest 
category.  I  might  say  that  those  are  considerably  higher  than  the 
minimums  established  under  the  Fair  Labor  Standards  Act  and 
M^rher  than  those  that  are  proposed  in  the  bills  now  introduced  in 
Congress  to  amend  the  Fair  Labor  Standards  Act  for  other  farm- 
workers. 
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Mr*  Foley,  Are  thev  higlier  than  otber  farmworkers  are  paid  in  the 
State?  ^  m 

Mr,  DxmBiN,  Yes,  we  actually  pay  higher  wages  than  other  f  aimers  fl 
generally  in  Louisiana,  In  fact,  our  wage  rates  in  Louisiana  for  su- 
garcane  farmworkers  is  slightly  higher  than  the  national  average 
wage  paid  farmworkers- 
Mr.  Foley.  Has  the  cost  of  living  gone  up  faster  than  the  wage  » 
rates  in  the  Louisiajia  canefields?  ^  ■ 

Mr,  DtTRBiN.  Xo,  on  the  contrary,  the  cost  of  living  has  gone  up^ 
^8.5  percent  since  1967,  and  the  wage  rate  for  our  lowest  category 
of  workers  has  ^one  up  90  percent  smce  1967.  M 

]VIi\  Foley*  How  niucli  does  the  canefield  worker  earn  a  year?       V 

Mr-  DuRuiN.  Well,  the  ones  avIio  are  etiuipineiit  operators,  and 
those  are  the  ones  that  we  use  most,  who  drive  tractors,  cane  loaders^ 
cane  harvestei-s,  using  the  present  minimum  that  are  in  effect,  if  they 
take  advantage  of  all  of  the  work  that  is  offered  tliem  during  the 
year,  they  earn  in  excess  of  $5,000  a  year. 

Mr.  Foley.  Is  housing  provided? 

Mr.  DuEBix.  Housing,  although  it  is  not  required  to  be  furnished 
either  hy  law  or  regulation,  we  do  furnish  houses  to  most  of  the 
workei^  rent  free, 

Mr.  Foley.  IVliat  condition  is  the  housing  in? 

]Mr.  DuKBiN.  Well,  we  have  some  excellent  houses,  we  have  some 
that  are  good,  and  we  have  some  that  are  not  so  good.  I  might  say 
that  improvements  are  being  made  just  as  fast  as  the  income  for 
Louisiana  sugarcane  growers  permits.  Those  that  were  constructed 
in  the  last  couple  of  yearn  ajid  are  being  cojistructed  now  are  costing 
in  excess  of  $9,000,  around  $10,000,  right  now< 

Sir.  Foley.  Thank  you,  Mr.  Diirbin. 

Mr.  Chairman,  thank  you.  I  appreciate  the  chairman's  indulgence 
in  permitting  these  questions  to  be  asked  in  behalf  of  Mr.  Ea 
who  wanted  to  be  hero  but  was  unavoidably  prevented  from  being, 
here. 

Thank  you  very  much. 

The  Chalrmax.  Mr.  Mathias? 

Mr.  JLiTHiAs.  No  questions. 

The  CHAIRMA^^.  Mr,  Vigorito? 

Mr,  ViGORiTo.  Thank  you,  Mr.  Chairman. 

Mr.  Marshall,  I  am  having  difficulty  in  iignring  out  what  prevents 
the  domestic  price  of  sugar  from  rising  to  tlie  world  price  if  it  is  bo 
low  compared  to  the  world  price  ? 

Mr.  Marshall.  The  willingiiess  of  domestic  producei^s  to  sell  it  ai 
lower  prices, 

Mr.  ViGORiTO.  Is  this  out  of  the  goodness  of  their  heaiis  or  is  tliere 
some  economic  reason  for  that? 

Mr>  IVLvKSHALL.  Well,  tliere  are  some  economic  and  other  reasons. 
We  have  a  sugar  regiUatory  system  imder  this  act.  All  "svlio  benefit 
from  it  are  interested  in  pi-otecting  tlie  act.  Under  the  system,  the 
Secretary  of  Agriculture  has  the  responsibility  for  determining  the 
level  of  requirements  of  consumers  each  year  and  foi'  adjusting  it  as 
required.  One  of  the  reasons  he  does  this,  is  that  he  is  required  to 
obtain  the  price  objectivej  a  reasonable  price  for  sugar,  under  the  act^ 
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If  the  price  of  sugar  gets  higher  than  it  should  be,  he  has  the  tool 
and  the  obligation  to  try  to  keep  it  within  bounds  by  increasing  the 
supply  here.  When  he  increases  the  supply,  the  quotas  that  are  af- 
fected immediately,  primarily,  are  those  of  the  foreign  suppliers. 
They  are  continuing  to  supply  sugar  to  this  market  even  though  the 
world  price  is  much  higher,  because  they  have  a  long-term  objective 
in  protecting  this  market. 

Mr.  ViGORrro.  Foreign  suppliers  wish  to  protect  their  quotas  for 
future  years. 

Mr.  Marshall.  Yes. 

Mr.  ViGORiTO.  Now,  there  is  a  deficit  in  total  world  sugar  produc- 
tion. Do  you  foresee  this  deficit  continuing,  or  do  you  think  the  world 
sugar  industry  can  increase  production  to  keep  up  with  the  increase 
in  demand  for  world  sugar  ? 

Mr.  Marshall.  Sir,  that  is  a  question  that  I  do  not  think  any  man 
in  the  world  can  answer.  Anyone  can  guess  at  it.  When  we  went 
through  an  active  world  sugar  market,  one  with  high  levels  of  trad- 
ing— ^the  last  one  of  consequence  in  1963 — ^the  sugar  trader-operator 
wlio  was  generally  recognized  as  the  most  shrewd  sugar  operator  in 
the  world  went  broke.  I  do  not  intend  to  try  to  outguess  a  man  of  that 
stature  in  the  sugar  market. 

No  one  can  really  tell.  The  world  market  does  seem  to  have  a  pat- 
tern formed,  not  only  in  1963  but  in  other  times,  which  reaches  a 
peak,  and  then  falls,  and  as  I  say,  I  do  not  dare  predict  whether  the 
peak  was  yesterday  or  next  year.  Prices  fall  much  faster  than  they 
<ro  up.  Everybody  gets  carried  away  and  thinks  it  is  a  new  world  and 
there  is  never  going  to  be  enough  sugar.  I  just  would  not  pretend  to 
try  to  guess,  because  I  would  be  wrong. 

]\Ir.  ViGORiTO.  It  is  my  guess  that  the  sugar  deficit  will  continue 
along  with  other  items  in  the  world  like  energy  and  especially  oil, 
food,  raw  materials,  and  minerals  of  all  kinds;  from  here  on  out, 
they  are  going  to  be  in  short  supply.  The  world  has  changed  in  the 
last  2  to  3  years.  It  has  changed  so  fast  in  the  demand  for  everything 
that  I  do  not  see  where  we  can  rectify  this  situation.  We  are  going  to 
double  our  population  between  now  and  the  end  of  this  century, 
which  is  only  26  years  away,  and  by  doubling  population,  we  are  not 
going  to  be  able  to  double  the  output  of  sugar,  we  are  not  going  to 
be  able  to  double  the  output  of  oil,  we  are  not  going  to  be  able  to 
double  the  output  of  raw  materials  and  minerals.  So  if  we  think  we 
have  king-sized  problems  today,  I  hope  we  are  around  to  see  what 
is  ffoing  to  be  like  in  the  year  2000. 

Thank  you,  Mr.  Chairman. 

Thank  you,  INIr.  Marshall. 

The  Chairmax.  Mr.  Zwach? 

Mr.  ZwACH.  Thank  you,  Mr.  Chairman. 

Mr.  Marshall,  I  would  like  to  ask  an  overall  question  regarding 
the  healthiness  of  the  sugar  industry,  the  domestic  sugar  industry  in 
the  United  States.  You  know,  we  have  a  fuel  crisis  and  we  have  not 
built  any  new  refineries.  Many  say  government  has  had  something  to 
do  with  that. 

We  are  having  an  electricity  crisis.  We  have  not  built  atomic 
plants ;  we  have  not  built  coal-burning  plants.  Some  say  that  govern- 
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ment  and  the  laws  we  have  passed  have  had  somethmg  to  do  with 
that.  Fertilizer  is  the  same  situation. 

How  healthy  is  the  domestic  sugar  industry  ?  Are  they  moderniz- 
ing? Are  they  putting  money  back  into  the  plant?  Are  they  going  to 
be  in  good  shape  5  years  from  now,  10  years  from  now,  to  produce  at 
least  half  of  the  sugar  that  we  need  in  our  country,  the  United  States  ? 

Mr.  Marshall.  To  produce  the  requirements  for  the  future  as  you 
are  indicating  them  certainly  is  going  to  require  a  tremendous  amount 
of  new  investment  for  improving  and  modernizing  plants  and  re- 
placing equipment  in  existing  plants.  It  is  also  going  to  require  some 
new  plants.  This  is  going  to  require  a  reasonably  attractive  price  to 
attract  this  sort  of  capital. 

Mr.  ZwACH.  Has  the  modernizing  been  going  on  adequately  in  the 
last  5  years,  or  has  it  been  slipping  ? 

Mr.  Marshall.  Well,  that  is  a  little  difficult  to  say.  We  have,  dur- 
ing that  period  ,no  doubt  used  our  capacity  overall  to  a  fuller  degree 
than  we  have  before.  Just  which  day  we  are  going  to  run  up  against 
the  ceiling  on  that  capacity  I  could  not  say  offhand.  Somewhere  along 
the  way,  we  may  well,  however. 

Mr.  ZwACH.  It  is  my  feeling  that  we  may  wake  up  and  also  have 
a  sugar  crisis  in  America  because  we  have  not  done  enough  soon 
enough  in  this  whole  area.  I  just  wanted  your  reaction  to  that  from 
you  sugar  people. 

Mr.  ISIarshall.  I  think  mostly,  we  have  enough  capacity  in  our 
plant  to  take  care  of  that  problem  for  some  period  ahead.  At  least, 
it  is  nothing  immediate.  That  does  not  mean  that  we  can  wait  until 
we  are  up  against  that  situation  to  do  something  about  it. 

Mr.  ZwACH.  Is  the  cane  industry  staying  modern?  Are  they  keep- 
ing up? 

Mr.  Marshall.  I  assume  you  mean  the  cane  producing  and  milling, 
processing  industry? 

Mr.  Zwach.  Yes. 

Mr.  Marshall.  Certainly  it  is  my  observation  that  they  are.  I 
have  not  spent  much  time  in  the  other  cane  areas,  but  from  what  I 
hear  and  read,  they  are.  They  have  certainly  in  Hawaii,  in  Florida, 
and  in  Louisiana ;  everything  that  I  see  and  hear  indicates  that  they 
are  modernizing  their  equipment. 

Mr.  Zwach.  Now  I  have  a  question  I  would  like  to  put  concerning 
the  sugar  beet  area.  I  would  like  to  ask  the  gentleman  from  the  Ked 
Eiver  Valley. 

I  notice  we  have  a  recommendation  for  88,000  additional  allot- 
ment for  sugar  beets.  Is  that  adequate  to  project  for  5  years  your 
intended  growth  and  the  addition  of  the  Southern  Minnesota  Co- 
operative— does  that  seem  adequate  ?  Did  you  have  an  input  in  this 
decision  ? 

Mr.  Marshall,  ilr.  Chairman,  with  your  permission,  that  is  one 
of  the  questions  I  should  like  to  ask  Mr.  Blake,  of  the  National  Beet 
Growers  Federation  to  respond  to. 

Mr.  Zwach.  Is  the  allotment  adequate  for,  say,  a  5-year  period 
to  take  care  of  the  hoped  for  growth  in  sugar  beet  production  s 

Mr.  Blake.  Well,  sir,  we  have  a  capacity  in  the  present  industry, 
including  the  three  new  mills  that  are  coming  on  stream,  of  about  4 
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million  tons.  Now,  I  think  the  largest  production  that  we  have  had 
in  the  beet  industry  has  been  somewhere  in  the  neighborhood  of 
3,650,000  tons.  Essentially,  this  increase  in  quota,  instead  of  88,000, 1 
think,  will  be  around  225  in  excess  of  what  we  have  been  able  to 
produce. 

Mr.  ZwACH.  You  think  it  would  be  adequate  ? 

Mr.  Blake.  In  the  term  of  the  act,  yes  sir,  I  think  it  would. 

Mr.  ZwACH.  Mr.  Euebel,  I  would  like  to  ask  you  a  question. 

I  notice  you  said  you  raised  $10  million  among  304  growers.  They 
actually  raised  that  money  to  put  into  the  plant. 

Mr.  RuEBEL.  Yes  sir. 

Mr.  ZwACH.  Does  that  figure  out  to  better  than  around  $30,000  per 
person  ? 

Mr.  RuEBEL.  That  is  right. 

Mr.  ZwACH.  And  they  borrow  that  often,  raise  it,  scrape  it  up  some- 
how, these  producesr,  $30-some  thousand  each  on  an  average  ? 

Mr.  KuEBEL.  That  is  right. 

Mr.  ZwACH.  That  is  a  tremendous  investment. 

Mr.  RuEBEL.  We  think  so. 

ilr.  ZwACH.  Now,  on  top  of  that.  Dale,  about  how  much  does  an 
average  producer  have  to  put  into  equipment,  machinery  and  equip- 
ment, to  produce,  harvest,  deliver  these  beets  ? 

Mr.  RuEBEL.  About  between  $20,000  and  $30,000  in  actual  beet 
growing  and  harvesting  equipment.  In  addition  to  that,  some  of  the 
growers  will  haul  their  own  sugar  beets  and  put  another  $20,000  to 
$30,000  or  more  into  trucks.  But  generally,  $20,000  to  $30,000  addi- 
tional in  growing  equipment,  equipment  that  will  not  be  used  in 
crops  like  corn  and  so  on. 

Mr.  ZwACH.  So  your  304  people  really  have  in  the  area  of  at  least 
§50,000  that  they  are  going  to  have  in  personal  investment  in  sugar 
beet  production  and  processing? 

Mr.  RuEBEL.  That  is  right. 

Mr.  ZwACH.  That  is  all,  Mr.  Chairman. 

^Ir.  Wampler.  Will  the  gentleman  yield? 

^Ir.  ZwACH.  Yes,  I  yield. 

Mr.  Wampler.  What  is  the  size  of  production  of  the  members  of 
your  cooperative? 

Mr.  RuEBEL.  You  mean  in  acreage  per  grower? 

Mr.  Wampler.  Yes. 

ilr.  RuEBEL.  About  a  little  less  than  200  acres  per  grower. 

Mr.  Wampler.  Thank  you. 

The  Chairman.  INIr.  Bergland? 

Mr.  Bergland.  Thank  you  very  much,  Mr.  Chailrman. 

Mr.  Marshall,  my  questions  go  to  the  testimony  of  the  Secretary 
of  Agriculture  on  yesterday  in  which  he  recommended  the  termina- 
tion of  the  domestic  quotas,  farm  proportionate  shares,  and  proces- 
sor marketing  allotments.  Would  you  comment  on  that  proposal? 

Mr.  Marshall.  We  feel  that  the  program  we  have  has  worked  so 
well  for  so  many  years  that  we  are  very  hesitant  and  naturally  would 
oppose  dropping  it  to  see  what  might  happen.  We  think  it  is  working 
quite  successfully.  We  do  not  think  we  would  get  our  sugar  produced 
any  more  cheaply  by  any  other  type  of  program  and  the  chances  are 
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it  might  cost  us  more,  becauso  now  we  have  people  tied  into  the  pro- 
gram who  hare  an  interest  in  maintaiiiing  their  position  in  it  in  case 
we  do  have  siirphises  of  sugar*  TJiey  want  to  have  the  protection  we 
have,  the  allotments*  Some  of  the  other  crop  opportunities  might  go 
sour  along  the  wa3^  They  might  not  always  be  as  attractive  as  they 
are  today  and  some  of  these  other  farmers  might  want  to  grow 
sugar.  We  would  then  have  a  surplus  situation  instead  of  the  even 
one  that  we  have  under  the  program.  So  we  would  be  quite  vigorously 
opposed  to  the  Secretary's  proposal  to  cut  us  loose  from  the  type  of 
program  we  have  had. 

Mn  Bekglaxd.  I\Ir.  Hejl  and  Mr.  Ruehle,  you  represent  two  orga- 
nizations that  have  put  a  lot  of  money  on  the  Jine  and  have  obviously 
committed  youi^elf  to  increasing  the  supply  of  sugar.  Now,  you  have 
gone  through  some  years  of  negotiating  and  bringing  these  two  plants 
ijito  being.  Would  you  recommend  the  termination  of  these  quotas 
and  allotments  in  light  of  tlie  fact  that  at  least  some  say  that  you 
have  been  inhibited  by  tlie  impositio]i  of  these  rather  stringent  re- 
quirements? 

11  r.  Hejl.  No,  the  answer  to  that  question  would  be  that  we  are 
heiT  today  because  of  the  act.  I  say  this  due  to  the  fact  that  all  of  our 
lending  institutions — and  I  am  talking  about  the  St.  Paul  Bank  for 
Cooperatives,  the  State  Bank  of  Korth  Dakota,  and  all  of  the  local 
bankers  who  backed  the  growers  of  North  Dakota — made  it  manda- 
tory that  we  maintain  all  of  the  rights  granted  under  the  pi'esent  act< 
This  is  in  the  loan  agreement  of  the  Bank  of  North  Dakota  and  local 
bankers. 

If  it  would  be  helpful  to  this  committee — I  think  it  would  be  help- 
ful— to  get  a  statement  from  all  of  the  bankers  involved — which  I 
think  is  some  20  to  30  local  bankei's  and  others — that  they  would  still 
not  invest  today  if  they  were  not  assured  of  some  kind  of  stability 
in  the  marketing  of  sugar. 

Talking  alxjut  stability,  we  are  not  looking  for  a  yoyo  type  thing 
whereby,  as  I  xtndei*stand  it,  maybe  we  would  have  7  cents  a  pound 
more  for  sugar.  There  is  a  possibility  of  2  years  down  the  road  re- 
ceiving 15  cents  less.  In  the  investment  that  we  made,  we  weie  re- 
quired to  sign  an  agreement  to  grow  and  produce  beets  for  the  f ac* 
tory  for  a  5-year  period.  In  the  lending  institutions  opinion,  it  will 
take  at  least  5  years  of  continued  production  for  them  to  be  in  a  safe 
position  on  their  loans.  That  is  one  reason  why  we  recommend  a 
5-year  extension  also* 

Mv*  Bergland.  Does  about  the  same  sense  apply  to  the  Eenville 
group  ? 

Mr.  EuEBEL,  Yes,  we  have  a  slightly  different  situation  but  we,  too, 
are  here  only  because  of  tlie  Sugar  Act*  Under  the  1971  act.  we 
southern  Jlinnesota  growers  or  former  growei's  were  given  a  little 
bit  of  preferential  treatment  perliaps  because  we  were  allowed  our 
acreage  allotments  for  3  years  under  the  act.  I  think  this  is  perhaps 
a  little  object  lesson  in  5  j-ears  rather  than  3,  because  our  mvestors, 
who  happen  to  be  private  investors,  went  into  this  things  on  the  basis 
of  our  3  year  allotment, 

Now,  we  ran  over  be^cause  of  time  problems  and  construction  prob- 
lems and  I  am  sure  that  at  this  time,  they  very  much  desire  some 
kind  of  protection.  Five  years  would  have  done  itj  3  did  not. 
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So  we,  too,  are  very  much  dependent,  our  investors  are  very  much 
dependent  upon  some  sort  of  stability  imder  the  act. 

Mr.  Bergland.  Mr.  Marshall,  I  had  wanted  to  ask  you  about  the 
Secretary's  proposal  to  terminate  the  excise  tax  and  sugar  payments, 
but  I  see  my  time  has  expired. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Bergland. 

Mr.  Price? 

Mr.  Price.  No  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  Denholm? 

Mr.  Denholm.  Thank  you,  Mr.  Chairman. 

ISIay  I  ask  the  gentlemen  from  North  Dakota  and  Minnesota  if  the 
computations  as  itemized  and  reported  by  our  distinguished  col- 
league, Mr.  Findley,  cause  you  concern  if  the  U.S.  Sugar  Corpora- 
tion did  receive  a  subsidy  payment  of  approximately  $1,836,000  last 
year.  Does  that  benefit  producers  ?  How  does  that  affect  your  people, 
the  growers  ?  Either  of  you  may  respond,  if  you  Imow. 

Mr.  Ruebel.  I  think  it  is  a  linear  type  thing.  We  beet  growers  are 
smaller  individually.  We  have  in  our  cooperative  304  growers.  So 
this  is  passed  through  on  the  basis  of  computation  to  us.  We  are  just 
not  as  large  as  some  of  these  others,  so  we  get  our  proportionate 
amount  here,  I  believe. 

Mr.  Denholm.  Have  you  gone  into  substantial  investment  with- 
out knowing  whether  the  subsidy  payments  will  be  paid  to  the 
growers  ? 

Mr.  EuEBEL.  It  does  go  to  the  growers,  or  it  has.  I  am  sure  that  it 
has. 

Mr.  Hejl.  As  I  understand  it,  the  proportionate  payment  is  based 
upon  the  amount  of  sugar  produced  by  any  one  person.  Therefore, 
anyone  receiving  a  payment  produced  that  amount  of  sugar,  be  he  a 
corporation  or  an  individual  farmer.  My  opinion  would  be  that  we 
market  sugar  at  a  reasonable  price,  I  think  that  is  a  reasonable 
question,  so  anyone  interested  would  be  eligible  for  the  payment,  I 
believe. 

Mr.  Denholm.  You  are  doing  business  as  a  cooperative,  are  you 
not? 

Mr.  Hejl.  Yes. 

Mr.  Denholm.  Would  the  subsidy  be  paid  to  the  cooperative  or 
directly  to  the  growers?  You  understand  the  difference  between  a 
cooperative  and  a  corporation 

Mr.  Hejl.  It  goes  to  the  growers. 

Mr.  Denholm.  I  now  ask  Mr.  Marshall  about  a  matter  that  I  in- 
quired of  Secretary  Butz  yesterday. 

We  are  responding  in  America  to  the  world  economic  impact  upon 
domestic  policy  and  I  have  asked  the  question  of  other  witnesses 
whether  or  not  the  world  market  is  real.  I  am  in  doubt  as  to  the 
capacity  of  the  people  in  the  world  to  really  sustain  the  market  in 
the  world  at  higher  price  levels  than  the  U.S.  domestic  market.  For 
uistance,  the  world  price  is  quoted  approximately  5  cents  over  the 
domestic  market  but  no  people  of  any  nation  in  the  world  have  a 
per  capita  income  equal  to  the  American  people.  Americans  can  buy 
more  sugar  than  any  people  in  the  world.  They  can  better  afford  to 
satisfy  their  demand. 


Digitized  by  VjOOQIC 


70 

Now,  I  think  the  world  demand  is  real.  The  world  supply  can  be 
determined.  But  can  we  rely  upon  that  world  price  ?  Is  it  real  ? 

Mr.  Marshall.  Well,  as  I  indicated  earlier,  that  is  a  tough  ques- 
tion to  answer  as  to  how  long  we  can  rely  upon  that  price.  I  think 
it  is  quite  likely  that  if  current  prices,  or  higher,  prevail  for  a  con- 
siderable period  of  time,  by  all  past  rules,  we  would  have  to  assimie 
that  there  would  be  some  reduction  in  j)er  capita  consumption,  es- 
pecially in  some  of  the  developing  countries.  But  there  is  a  big  offset 
to  that :  Unless  we  get  more  production  underway  to  meet  additional 
rquirements. 

Mr.  Denholm.  Mr.  Marshall,  where  and  how  is  the  world  price 
made  on  sugar? 

Mr.  Marshall.  Well,  it  is  made  by  sales  by  all  of  the  countries 
that  have  sugar  to  ship  beyond  their  own  borders  to  importing 
countries  like  the  United  States,  the  United  Kingdom,  and  other 
places.  We  do  not  protect  it  in  the  same  way  as  other  nations  be- 
cause we  have  our  own  price  system  here.  The  world  market  price 
is  made  by  people  who  sell  sugar  to  countries  all  over  the  world 
outside  of  our  own  protection  system. 

Mr.  Dexholm.  It  seems  to  me  there  are  tremendous  inequities 
created  by  our  domestic  policy  on  the  marketing  of  sugar.  I  believe 
the  gentleman  from  Louisiana  testified,  that  the  labor  market  in 
Louisiana  paid  by  sugar  producers  is  from  $1.90  to  $2.10  an  hour.  I 
was  in  Costa  Eica  recently  and  the  minimiun  wage  there  is  about  $2 
a  day.  Foreign  producers  market  sugar  under  this  same  act  in  the 
United  States,  competing  with  growers  in  Minnesota  and  North  Da- 
kota, who  have  a  $50,000  investment  and  pay  at  least  $20  a  day  for 
common  labor.  I  do  not  understand  the  comparative  equities  in- 
volved in  the  economics  of  the  Sugar  Act  as  it  creates  domestic  pol- 
icy more  favorable  to  foreign  growers  than  to  domestic  growers  in 
the  United  States.  Can  you  respond? 

Mr.  Marshall.  Well,  of  course,  I  know  you  realize  that  the  price 
which  results  in  a  market  as  large  as  the  world  market  is  the  result 
of  interaction  of  the  demand  for  sugar  with  the  supplies  related  to  it. 
If  a  foreign  buyer  could  get  sugar  from  Hawaii,  for  example,  which 
they  cannot  because  it  comes  here,  it  would  involve  sugar  for  which 
the  wage  had  been  $4  or  $5  an  hour.  Wages  do  differ  greatly,  par- 
ticularly between  our  country  and  some  of  the  developing  nations. 

Mr.  Denholm.  I  will  not  press  you  for  an  answer  but  I  am  not 
satisfied  with  your  explanation  of  the  economics  of  the  sugar  market 
as  it  relates  to  the  equities  of  U.S.  growers.  But  my  time  for  ques- 
tioning has  expired  and  I  thank  you  for  your  response. 

Thank  you,  Mr.  Chairman. 

The  Chahiman.  Thank  you,  Mr.  Denholm. 

Mr.  Findley? 

Mr.  Findley.  Mr.  Chairman. 

Mr.  Marshall,  you  are  the  head  of  one  of  the  large  refining  firms, 
C.  and  H.  Make  this  assumption,  that  today  the  one-half  cent  process- 
ing tax  is  eliminated — ^no  other  change,  but  that  that  tax  is  elimi- 
nated. What  effect  would  this  have  on  the  price  at  which  you  sell  your 
product  ? 

Mr.  Marshall.  Well,  we  would  sell  our  product,  of  course,  we  al- 
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ways  do,  at  what  we  call  the  market  price.  The  changing  of  the  tax 
should  have  absolutely  no  influence  in  the  determination  of  a  market 
price.  Market  price  is  determined  by  supply  and  demand. 

Mr.  FiNDLEY.  So  even  though  your  firm  had  the  advantage  of  an 
immediate  reduction  in  the  cost  of  a  pound  of  sugar  by  one-half 
cent,  you  would  not  reduce  the  price  at  which  you  sold  the  sugar  to 
your  customers? 

Mr.  Marshall.  This  is  so  because  we  would  expect  that  the  pro- 
ducers that  supply  us  or  that  supply  other  refiners  with  raw  sugar 
are  not  going  to  be  willing  to  sell  their  sugar  for  a  lesser  price.  As  a 
matter  of  fact,  they  are  going  to  try  to  get  that  50  cents,  if  the  tax 
is  eliminated,  to  replace  eliminated  payments — 

Jlr.  FiNDLET.  I  said  nothing  about  payments;  just  eliminating  the 
tax. 

I  am  astonished  at  that  statement  that  your  firm  would  not  pass 
on  to  the  consumer  the  advantage  of  an  immediate  reduction  in  cost. 

Mr.  Marshall.  Well,  in  the  case  of  my  firm,  perhaps  you  are  not 
picking  the  best  example  in  the  world  because  we  are  a  cooperative, 
too.  We  do  not  have  the  same  buy-sell  relationship  with  our  raw 
sugar  producers  that  the  other  people  have.  But  for  any  producer  who 
is  selling  his  product,  he  is  going  to  sell  it  at  the  best  market  price 
he  can  get.  Market  price  is  made  by  the  interaction  of  all  these 
things. 

Mr.  FixDLEY.  Mr.  Marshall,  if  instead  of  eliminating  the  tax,  we 
changed  it  to  1  cent  a  pound,  would  this  cause  you  to  change  the 
price  of  your  product? 

Mr.  Marshall.  Yes. 

Mr.  FiNDLEY.  In  other  words,  the  consumer  is  going  to  pay  the  bill 
if  your  cost  goes  up,  but  the  consumer  will  not  get  the  advantage  if 
the  cost  goes  down  ? 

Mr.  Marshall.  Not  under  this  type  of  system  we  have,  that  is 
correct. 

Mr.  FiNDLEY.  Then  something  is  wrong  with  our  system. 

Mr.  Marshall.  I  mean  the  tax-payment  system. 

[The  following  letter  from  James  H.  Marshall  was  received :] 

Febbuaby  21,  1974. 
Hon.  W.   R.  PoAGE, 

Chairmcm^  House  Committee  on  Agriculture, 
Longworth  Houae  Office  Building, 
Washington,  D.C. 

Deab  Mb.  Chaibman  :  During  my  appearance  before  the  Committee  yester- 
day, you  will  recall  that  I  engaged  in  a  colloquy  with  your  colleague,  Rep. 
Paul  Findley. 

As  part  of  that  colloquy,  Rep.  Findley  asked  me  whether  the  abolition  of 
the  excise  tax  on  refined  sugar  (53  cents  per  hundred  pounds)  would  result 
in  a  like  decrease  in  the  price  of  sugar  by  my  firm,  California  &  Hawaiian 
Sugar   Company.   My   reply  was  to   the   effect   that  it   would   not. 

The  purpose  of  this  letter  is  to  request  that  my  reply,  as  above  set  forth, 
l)e  corrected  by  placing  this  letter  in  the  record  immediately  subsequent 
to  my  testimony. 

After  a  brief  opportunity  to  consider  the  question,  its  context  and  impli- 
cations, I  wish  to  state,  for  the  record,  that  my  answer  should  have  been: 

"Yes,  my  firm  would  pass  on  any  decrease  in  cost  resulting  from  the 
abolition    of   the   excise   tax.   The   reason   for   this  is   that   historically    cane 
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sugar  refiners  have  operated  on  a  margin  directly  related  to  costs.  Further, 
competition  would  permit  no  course  other  than  to  make  a  corresponding 
price  reduction." 

With  my  thanks  for  your  courtesies. 
Sincerely, 

James  H.  Mabshall. 

Mr.  FixDLEY.  The  only  reference  you  make  to  com  as  a  competi- 
tor to  sugar  is  by  indirection.  Under  the  item,  "technical,-'  in  the  sum- 
mary of  your  proposal,  you  ask  for  surveys  and  investigations  relating 
to  sugar  and  other  sweeteners. 

Now,  do  you  or  does  anyone  at  the  table  today  believe  that  corn 
sweeteners  ought  to  be  restricted  or  controlled  in  any  way  under  the 
Sugar  Act  ? 

Mr.  Marshall.  We  are  making  no  proposal  for  control  of  corn 
under  the  Sugar  Act  in  any  way.  All  we  are  saying  is  that  the  Secre- 
tary goes  through  this  difficult  undertaking  of  determining  annually 
or  periodically  during  the  year  what  the  requirements  are  going  to 
be  lor  the  sweeteners  that  he  is  controlling  under  the  act.  He  cannot 
do  the  best  possible  job  of  that  unless  he  knows  something  about  the 
supply  of  additional  sweeteners  that  are  going  to  affect  the  amount 
of  sugar  needed. 

Mr.  FiNDLEY.  Does  anyone  else  at  the  table  believe  that  corn 
sweeteners  should  be  controlled  or  restricted  in  any  way  under  the 
Sugar  Act? 

Mr.  KuEBEL.  I  do  not  think  I  would  be,  that  I  could  answer  that. 
I  want  to  remind  Mr.  Findley  that  we  do  grow  com  in  Minnesota 
also.  We  grow  corn  and  soybeans  and  lots  of  other  things.  So  we  are 
interested  in  that. 

Our  rotation  of  sugar  beets  in  Minnesota  is  1-year  beets,  1-year 
corn  usually,  and  1-year  soybeans.  So  we  are  interested  in  corn  also. 
I  could  not  comment  on  that. 

Mr.  Findley.  But  none  of  you  recommends  bringing  com  sweet- 
eners under  the  Sugar  Act.  I  find  that  gratifying. 

Keference  has  been  made  to  the  extraordinary  level  of  the  world 
price  of  sugar.  It  is  up  around  $23.  Can  anyone  tell  me  about  what 
percentage  of  world  sugar  production  is  moving  at  the  world  price  ? 

Mr.  Marshall.  I  do  not  think  I  can  give  you  a  figure  on  that;  in 
fact,  I  am  sure  I  cannot.  Very  substantial  quantities,  but  I  assimie 
what  you  have  reference  to  is  the  fact  that  a  number  of  other  coun- 
tiies  have  sugar  regulatory  or  control  systems  not  directly  compara- 
ble to  ours,  but  control  systems  that  affect  their  own  internal  prices. 

Mr.  FixDLEY.  The  reason  I  bring  it  up  is  that  on  previous  occa- 
sions when  the  Sugar  Act  has  been  up,  witnesses  have  always  be- 
littled the  importance  of  the  world  price  of  sugar  because  it  was 
considerably  below  the  U.S.  price.  Now  that  it  is  above,  it  seems  to 
be  a  very  important  point  of  reference. 

I  think  my  time  has  expired,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Findley. 

Mr.  Gunter? 

Mr.  Gunter.  I  have  no  questions  now,  Mr.  Chairman. 

The  Chairman.  Mr.  Symms? 

Mr.  Symms.  Thank  you,  Mr.  Chairman. 
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Mr.  Marshall,  we  have  talked  about  the  fulfilling  of  the  sugar 
quotas  and  sales  without  regard  to  the  world  sugar  price.  But  my 
question  is  with  regard  to  the  quotas  that  come  in  from  other  coun- 
tries. What  is  the  record  of  foreign  countries  on  filling  their  quotas 
when  the  price  of  the  world  market  is  above  the  domestic  price  today  ? 

Mr.  Marshall.  Well,  I  cannot  testify  in  detail  because  I  have  not 
seen  the  records  on  it.  I  know  that  very  considerable  quantities  of 
sugar  are  coming  from  the  countries  that  supply  sugar  to  our  quota 
system  here. 

]Mr.  Stmms.  Are  there  not  some  countries,  though,  that  do  not  meet 
their  quotas,  or  do  they  have  a  pretty  good  record  of  it? 

IMr.  Marshall.  Well,  of  course,  it  is  difficult  to  say  what  they  are 
going  to  do  this  year.  This  is  a  year  when  the  price  has  had  a  con- 
siderably greater  increase  than  it  had  last  year.  As  far  as  I  know, 
there  were  no  defaults  of  any  consequence  last  year  and  the  price 
was  on  the  way  up  at  that  time.  I  do  not  anticipate  there  will  be 
any  difficulty. 

Mr.  Stmms.  Wliat  will  happen  to  this  act  if  it  is  extended  and 
the  major  foreign  importers  we  rely  upon  just  fail  to  fill  their  quotas? 

J^Ir.  Marshall.  As  I  say,  I  do  not  anticipate  that  they  will,  but  as 
I  also  indicated,  there  may  be  things  that  can  be  done  mider  this  act, 
with  amendments,  to  give  additional  inducements  or  prods,  whichever 
way  you  want  to  phrase  it,  to  be  sure  that  those  countries  get  their 
quotas  in.  If  not,  they  lose  them  or  are  penalized  for  not  filling  them. 

Mr.  St3ims.  Just  one  more  question.  I  asked  that  because  Secre- 
tary Katz  was  here  yesterday  from  the  State  Department.  He  made 
no  recommendations  of  any  changes  in  quotas.  I  was  wondering  my- 
self how  long  it  would  take  with  world  prices  being  above  the  price 
Americans  pay  before  somebody  would  look  for  other  markets  since 
sugar  is  in  so  much  demand  around  the  world.  That  is  what  I  was 
driving  at. 

Xow,  I  would  like  to  ask  one  of  the  beet  growers.  You  talked  about 
a  gradual  destruction — ^Mr.  Marshall,  you  did,  or  the  gentleman  from 
Louisiana  brought  that  up — if  we  do  not  have  the  Sugar  Act.  Wher^ 
there  is  a  lot  of  competition  from  other  crops  with  regard  to  sugar 
beets,  without  the  Sugar  Act,  what  do  you  foresee  would  happen 
where  you  can  grow  corn  or  soybeans  or  wheat  or  something  else  and 
it  is  an  annual  crop  ? 

Mr.  Hejl.  In  our  area,  of  course,  there  is  competition  right  now 
with  other  crops.  The  other  crops  w^e  grow  are  quite  high.  But  the 
history  of  the  sugar  industry  in  our  area  for  30-some  years  has  been 
that  it  has  been  stable.  There  have  been  times  when  other  crops  have 
been  above  the  sugar  beet  crop  in  returns.  But  as  all  institutions 
realize  and  records  show,  over  the  years,  sugar  beets  have  been  stable 
and  the  income  has  averaged  above  other  crops. 

Mr.  Stmms.  That  is  when  we  had  $1.50  wheat,  though. 

Mr.  Hejl.  That  is  also  when  we  had  higher  priced  wheat. 

Mr.  Symms.  In  my  area,  the  sugar  beet  planting  has  been  going 
down  at  a  pretty  good  clip  and  I  think  what  is  going  to  happen  to  the 
beet  industry  with  high  prices  and  everything  else  is  of  concern  to  a 
lot  of  beet  growers  in  Idaho  and  Utah.  I  am  interested  that  none  of 
you  want  to  cut  the  act  off  in  1977.  Would  any  of  you  want  to  com- 
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ment  on  why  we  would  not  want  the  act  to  terminate  with  all  other 
programs  ? 

Mr.  Hejl.  It  is  simply  for  the  stability  of  the  industry  again;  a 
price  at  which  we  can  meet  our  commitments  and  still  have  a  profit 
is  much  better  for  our  industry  than  a  yo-yo  type  thing  such  as  we 
have  in  wheat  and  other  things. 

Mr.  Symms.  Aside  from  nutrition,  is  there  any  other  strategical 
value  for  which  sugar  is  needed? 

Mr.  Marshall  ?  I  guess  we  are  just  about  out  of  time. 

Mr.  Marshall.  Ordinarily,  no.  There  have  been  times  in  the  past 
as  when  things  reached  a  point  during  World  War  II  when  some 
sugar  or  the  products  from  sugarcane  were  diverted  to  making  al- 
cohol, which  was  a  very  essential  item  in  the  war  effort.  But  except 
in  an  extreme  emergency  situation  like  that,  we  do  not  anticipate 
that  sugar  will  have  an  importance  other  than  in  food. 

Mr.  Stmms.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Symms. 

I  thank  all  of  our  witnesses.  That  will  complete  the  testimony  this 
morning.  The  committee  will  meet  again  tomorrow  morning  at  10 
o'clock. 

We  stand  in  recess. 

[Whereupon,  at  12 :04  p.m.,  the  committee  recessed  to  reconvene  at 
10  a.m.,  Thursday,  February  21, 1974.]  ' 
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THURSDAY,  FEBBUARY  21,   1974 

House  of  Representatives, 
Committee  on  Agriculture, 

Washington^  D.O. 

The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  room  1301, 
Longworth  House  Office  Building,  Hon.  W.  R.  Poage  [chairman] 
presiding. 

Present:  Representatives  Poage,  Stubblefield,  Foley,  de  la  Garza, 
Vigorito,  Jones  of  North  Carolina,  Sisk,  Rarick,  Melcher,  Mathis, 
Bergland,  Denholm,  Matsunaga,  Bowen,  Rose,  Litton,  Wampler, 
Goodling,  Mathias,  Mayne,  Zwach,  Price,  Sebelius,  Findley,  Thone, 
Symms,  Young,  and  Madigan. 

Also  present:  John  F.  O'Neal,  general  counsel;  Hyde  H.  Murray, 
associate  counsel;  John  Rainbolt,  associate  counsel;  L.  T.  Easley, 
press  assistant;  Steve  Allen,  staff  consultant;  and  Betty  Prezioso, 
staff  assistant. 

The  Chairman.  The  committee  will  be  in  order. 

The  Chair  has  a  communication  here  from  Mr.  James  H.  Marshall. 
He  asks  that  it  be  inserted  in  the  record.  If  there  is  no  objection,  we 
will  do  that. 
.   I  hear  none ;  it  is  inserted. 

[The  communication  referred  to  appears  in  the  testimony  of  Feb- 
ruary 20, 1974.  See  p.  71.] 

The  Chairman.  Our  first  witness  this  morning  is  Mr.  John  M. 
llount,  vice  president  of  Coca-Cola,  USA.  He  is  accompanied  by  Mr. 
Joseph  Creed,  general  counsel  for  the  Biscuit  and  Cracker  Manu- 
facturers. 

Mr.  Mount,  we  will  be  glad  to  hear  from  you. 

STATEMENT  OF  JOHN  M.  MOTINT,  VICE  PRESIDENT,  COCA-COLA,  USA, 
ATLANTA,  GA.,  AND  CHAIRMAN,  LEGISLATIVE  COMMITTEE,  THE 
SUGAR  USERS  GROUP,  ACCOMPANIED  BY  JOSEPH  M.  CREED,  GEN- 
ERAL COUNSEL,  BISCUIT  &  CRACKER  MANUPACTURERS'  ASSO- 
CIATION, AND  CHAIRMAN,  SUGAR  USERS  GROUP 

Mr.  Mount.  Mr.  Chairman,  I  will  read  this  statement  if  I  may  and 
ask  that  it  and  attached  exhibit  A  be  included  in  the  record. 

The  Chairman.  Without  objection,  it  will  be  so  included. 

Mr.  Mount.  My  name  is  John  M.  Mount.  I  am  appearing  at  this 
hearing  today  as  chairman  of  the  legislative  committee  of  the  Sugar 
Users  Group.  Also,  I  am  vice  president  of  Coca-Cola,  USA.  With 
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me  is  Mr.  Joseph  M.  Creed,  general  counsel,  Biscuit  &  Cracker  Man- 
ufacturers' Association,  and  chairman  of  the  Sugar  Users  Group. 

The  Sugar  Users  Group  is  comprised  of  trade  associations  and  their 
member  companies  who  are  users  and  consumers  of  sugar.  The  or- 
ganizations represented  within  the  group  are : 

American  Bakers  Association,  Associated  Ketail  Bakers  of  Amer- 
ica, Biscuit  &  Craker  Manufacturers'  Association,  Chocolate  Man- 
ufacturers' Association  of  the  USA,  Flavor  &  Extract  Manufac- 
turers' Association,  International  Association  of  Ice  Cream  Manu- 
facturers, National  Bakery  Suppliers  Association,  National  Canners 
Association,  National  Fruit  <fe  Syrup  Manufacturers  Association^ 
Inc.,  National  Preservers'  Association,  Inc.,  National  Soft  Drink 
Association,  and  Pickle  Packers  International,  Inc. 

We  appreciate  this  opportunity  to  present  our  views  to  this  com- 
mittee on  this  important  legislation. 

Industrial  use  of  sugar  accounts  for  approximately  75  percent  of 
all  sugar  consumed  in  the  United  States  and  the  member  companies 
of  the  Sugar  Users  Group  are  approximately  60  percent  of  all  in- 
dustrial sugar  users.  This  act,  which  controls  every  aspect  of  sugar 
from  production  to  final  distribution,  is  of  vital  significance  to  our 
members,  and  to  all  consumers  in  the  United  States. 

The  basic  purpose  of  the  Sugar  Users  Group  is  to  assure  an  ade-^ 
quate  supply  of  sugar  at  reasonable  prices  under  all  conditions.  It 
was  with  this  purpose  in  mind  that  the  group  appointed  a  legislative 
committee  in  June  1970.  It  was  my  privilege  to  appear  before  this> 
committee  in  March  1971  to  express  our  views  on  the  sugar  legisla- 
tion which  was  then  being  considered  to  be  effective  January  1,  1972. 
We  feel  it  is  significant  that  the  sugar  users  was  the  only  group  who- 
pointed  out  in  their  testimony  before  this  committee  in  1971  that  we 
could  be  facing  a  world  shortage  of  this  important  commodity.  I 
quote  from  the  testimony  of  March  4,  1971 : 

At  this  point,  Mr.  Chairman,  I  think  it  appropriate  to  make  the  further 
observation  that  we  should  not  exclude  any  foreign  nation  with  which  we 
enjoy  diplomatic  relations  as  a  potential  supplier  of  sugar  to  the  United 
States.  The  balance  between  total  world  production  and  total  world  demand, 
which  is  constantly  growing  is  too  slight  for  us  to  run  the  risk  of  unavail- 
ability of  supplies  at  a  given  period  in  time.  Therefore,  we  think  all  sources 
should  be  utilized,  provided  they  are  able  and  willing  to  send  us  the  sugar 
in  timely  fashion   as  needed. 

Since  the  time  we  made  that  observation,  we  have  seen  3  consecu- 
tive crop  years  in  which  world  consumption  of  sugar  outpaced  world 
production.  Now,  with  world  stocks  at  a  dangerously  low  level,  we 
are  facing  a  crop  year  in  which  production  and  consumption  hope- 
fully are  forecast  to  be  approximately  equal.  This  has  led  us  to  the 
present  situation,  with  the  domestic  raw  sugar  price  the  highest  it 
has  been  since  1920,  and  with  the  distinct  possibility  that  the  price 
will  even  surpass  the  1920  record  before  we  see  a  break. 

The  legislative  committee  of  the  Sugar  Users  Group  has  formu- 
lated suggested  changes  in  sugar  legislation  to  become  effective  Jan- 
uary 1,  1975.  The  proposed  program  was  drawn  up  with  the  knowl- 
edge that  we  continue  to  face  a  probable  shortage  of  sugar  or,  at 
best,  a  tight  supply-demand  position  throughout  the  proposed  dura- 
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tion  of  legislation  extending  the  Sugar  Act,  and  a  primary  objective 
was  to  do  all  possible  to  encourage  efficient  production  of  sugar  both 
in  domestic  areas  and  abroad.  The  proposed  program  was  approved 
by  the  Sugar  Users  Group  by  vote  on  each  individual  proposal  and, 
so,  fairly  represents  the  thinking  of  the  entire  group.  The  Sugar 
Users  Group  is  in  favor  of  a  sugar  market  that  is  less  controlled  than 
at  present  and  suggests  that  the  amendments  presently  under  con- 
sideration should  be  in  the  nature  of  a  move  toward  a  freer  market. 
To  accomplish  our  objectives,  we  propose  an  act  with  the  follow- 
ing features: 

1.  DURATION  OF  THE  ACT  :  2  YEARS 

In  this  period  when  the  world  sugar  supply  is  unstable  and  un- 
reliable, we  do  not  believe  the  United  States  should  become  locked 
into  long  term  legislation — as  4-5  years.  However,  we  would  be  will- 
ing to  accept  an  extension  of  3  years. 

2.  PROCESSING  TAX  !  EXCISE  TAX  $0.53  PER  100  POUNDS 

The  Sugar  Users  Group  urges  strongly  that  this  tax  be  eliminated 
since  this  would  be  directly  reflected  in  a  lower  cost  of  sugar  to  the 
user.  Sugar  is  the  only  food  commodity  subject  to  such  a  tax  at  this 
time  which,  by  its  very  nature,  is  regressive.  This  tax  has  been  used 
to  finance  conditional  payments  to  growers  of  sugarcane  and  sugar 
beets  and  we  do  not  believe  these  payments  are  needed  during  pe- 
riods of  very  high  sugar  prices.  If  the  Congress  should  decide  that 
the  payments  are  needed,  then  the  Sugar  Users  Group  recommends 
basic  changes  in  the  rationale  for  making  benefit  payments. 

3.   QUOTAS 

We  recommend  that  both  domestic  and  foreign  producers  be  given 
fixed  quotas  based  on  a  consumption  estimate  of  11,800,000  short  tons 
raw  value  as  follows :  We  show  here  the  metric  ton  value  because  it 
ties  in  with  a  later  recommendation  we  will  make. 

Short  tons         Metric  tons 
Area  raw  value  raw  value 

Domestic  beet  sugar. 

Louisiana  (cane) 

Florida  (cane) 

Texas  (cane) 

Hawaii  (cane) 

Puerto  Rico  (cane) 

Foreign  suppliers 

Undesignated  foreign  quota 

Total n,800,000         10,704.890 

We  strongly  advocate  that  domestic  area  quotas  be  set  at  realistic 
levels  and  that  quotas  be  assigned  to  those  areas  which  have  sugar 
available  whether  domestic  or  foreign.  The  fixed  quotas  we  recom- 
mend for  domestic  areas  meet  the  goal  of  being  realistic  as  demon- 
strated by  actual  performance  over  the  past  5  years. 


3, 450, 000 

3, 129, 819 

600, 000 

544, 316 

950, 000 

861, 834 

200, 000 

181,439 

1, 200, 000 

1, 088, 633 

200,000 
4, 100, 000 

181,439 
3, 719, 496 

1, 100, 000 

997,914 
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EXHIBIT  A.— STATEMENT  OF  SUGAR  USERS  GROUP— HISTORY  OF  SUGAR  PRODUCTION  AND  QUOTA  CHARGES 
(SHORT  TONS  RAW  VALUE),  DOMESTIC  AREA^  1969-73 

5-year 
1969  1970  1971  1972  1973 »  average 

Louisiana  production 537,429        602,361         571,213         659,713         535,000  581,143 

Florida  production 534,857         651,620        634,711         960,562         964,000  749,150 

Total 1,072,286      1,253,981      1,205,924      1,620,275      1,499,000       1,330,293 

Quota  charges  (distribution) 1,169,333     1,308,000     1,256,000      1,638,000     1,640,000       1,402,267 

Hawaii  production 1, 182, 414      1, 162, 071      1, 229, 976      1,118,883      1, 128, 529       1, 164. 375 

Less:  local  consumption 35,054  36,202  36,477  40,000  40,000  37,547 

Net  available 1,147,360      1,125,869      1,193,499      1,078,883      1,088,529       1,126,828 

Quota  charges 1, 160, 280      1, 145, 486      1, 087, 782      1, 113, 586      1,142,457       1,129,918 

Puerto  Rico  production 483,422         460, 055         324, 186         298, 095         254, 200  363, 992 

Less:  local  consumption ._       124,987         124,245         133,535         139,095         140,000  132.373 

Net  available 358,435  335,810  190,651  159,000  114,200  231,619 

Quota  charges 341,231  352,001  142,680  148,381  75,417  211,942 

Beet— production 3,472,265  3,322,386  3,511,696  3,663,000  3,278,000  3.449.469 

Quota  charges 3,215,667  3,577,000  3,433,000  3,514,719  3,509,000  3,451,877 

» Estimated. 

Should  the  domestic  areas  be  able  to  produce  greater  quantities 
than  the  suggested  fixed  quotas,  we  propose  provisions  that  would 
allow  distribution  of  any  quantity  produced  by  either  of  the  following 
methods : 

A.  A  deficit  in  any  domestic  sugar  producing  area  may  be  filled  by 
any  other  domestic  sugar  producing  area  provided  such  other  domes- 
tic area  has  sufficient  sugar  available  for  distribution  when  needed; 

B.  Whenever  the  prociuction  in  a  domestic  area  is  in  excess  of  the 
quota  for  that  area  for  such  year,  the  quota  for  that  area  in  the  im- 
mediately following  year  shall  be  increased  by  the  amount  of  such 
excess  production.  This  provision,  which  now  applies  to  only  Hawaii 
and  Puerto  Rico  under  section  202(a)  (3) ,  would  be  extended  to  apply 
to  all  domestic  areas.  Any  such  increases  in  domestic  quotas  in  the 
subsequent  year  would  be  part  of  (a)  increases  in  consumption  es- 
timates, or  (b)  an  adjustment  to  the  undesignated  foreign  quota,  or, 
if  the  committee  elects  not  to  adopt  the  undesignated  foreign  quota 
concept,  an  adjustment  would  be  made  in  the  temporary  foreign 
quotas. 

The  operation  of  both  of  these  provisions  may  be  facilitated  by 
combining  the  quotas  for  all  cane  sugar  producing  States — Florida, 
Louisiana,  Texas,  and  Hawaii — into  a  single  quota  of  2,950,000  tons 
without  restrictions  between  the  States. 

The  adoption  of  these  proposals,  which  would  make  available  for 
use  all  domestically  produced  sugar,  would  obviate  the  necessity  for 
the  growth  formula  now  contained  in  section  202(a)(2).  This  pro- 
vision has  tended  to  create  added  deficits  which  the  Secretary  has 
had  to  reallocate  to  foreign  suppliers  in  recent  years.  Although  it 
may  have  had  merit  in  the  past,  it  now  has  become  obsolete  and  un- 
necessarily complicates  the  administration  of  the  act. 

In  their  testimony  the  domestic  industry  has  proposed  quotas 
greatly  in  excess  of  what  we  propose — even  as  high  as  3,875,000  short 
tons  raw  value  for  the  beet  industry.  Let  me  emphasize  at  this  point 
that  the  Sugar  Users  Group  fully  recognizes  the  necessity  for  a 
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strong  and  viable  domestic  sugar  industry,  and  we  desire  to  encour- 
age the  domestic  industry  to  supply  a  larger  percentage  of  the  coun- 
try's requirements;  but  we  deem  it  vital  in  today's  world  sugar 
situation  to  have  realistic,  quotas ;  otherwise,  we  foresee  certain  cir- 
cumstances which  could  cause  temporary  shortages  of  sugar  in  the 
United  States.  We  strongly  feel  that  growers  of  sugar  beets  and 
sugarcane  must  look  at  their  respective  quotas  not  as  an  option  to 
grow  sugar  beets  or  sugarcane  when  they  may  elect  to  do  so,  but  as 
an  obligation  to  grow  these  crops  in  sufficient  quantity  to  fulfill  their 
quotas  at  all  times. 

The  proposed  quota  for  Hawaii  includes  consumption  require- 
ments withm  the  State  and  no  separate  consumption  estimate  should 
be  issued.  Since  Hawaii  is  a  State,  there  should  be  no  restrictions 
placed  on  the  free  flow  of  trade  with  other  States.  The  Sugar  Users 
Group  has  serious  misgivings  concerning  the  suggestion  that  Ha- 
waii or  any  domestic  area  should  be  allowed  to  sell  sugar  in  the  world 
market  and  then  import  an  equivalent  quantity  into  the  United 
States.  Since  we  have  for  years  supported  the  domestic  industry, 
the  United  States  should  have  first  call  at  all  times  on  all  sugar 
produced  in  the  United  States. 

Our  recommendations  do  not  envision  acreage  allotments.  Actu- 
ally, acreage  allotments  have  not  been  necessary  for  several  years  in 
the  beet  areas  nor  this  year  in  cane  areas.  Nor  do  we  anticipate  they 
would  become  necessary  for  the  life  of  the  extension  of  this  act. 

The  Sugar  Users  Group  does  not  presume  to  suggest  how  the  for- 
eign country  quota  should  be  divided,  but  we  wish  to  emphasize  our 
position  that  quotas  always  should  be  assigned  to  those  areas  which 
can  provide  sugar  when  and  as  needed.  We  recommend  that  part  of 
the  quota  to  be  filled  by  foreign  countries  should  not  be  assigned  as 
permanent  guota,  but  could  be  filled  on  a  first-come-first-served  basis 
by  any  foreign  country  with  which  we  have  diplomatic  relations,  and 
propose  an  incentive  for  countries  to  make  such  shipments.  This  is 
the  "Undesignated  Foreign  Quota"  of  1,100,000  short  tons,  which 
quantity  would  include  the  quantity  now  reserved  for  Cuba  in  the 
1971  amendments.  In  1971,  the  Sugar  Users  Group  proposed  reduction 
of  the  Cuban  quota  and,  in  final  amendments.  Congress  did  decide 
to  reduce  the  percentage  quota  for  Cuba.  We  feel  that  Cuba  would 
be  in  an  excellent  position,  should  relations  between  Cuba  and  the 
United  States  be  resumed,  to  make  substantial  shipments  against  this 
"Undesignated  Foreign  Quota."  No  statutory  quota  should  be  less 
than  "cargo"  size,  which  we  suggest  be  5,000  metric  tons  raw  value. 

We  recognize  the  value  of  fixed  quotas  to  foreign  producers  as  an 
aid  in  obtaining  financing  and  planning  for  future  expansion. 

As  provided  in  the  present  act  in  section  204(a),  the  Secretary 
would  review  the  need  for  deficit  reallocations  at  least  every  60  days 
and  any  reallocations  needed  are  to  be  declared  promptly.  In  our 
proposal,  deficits  become  a  part  of  "Undesignated  Foreign  Quota" 
(except  as  provided  for  domestic  deficits).  If  the  "Undesignated 
Foreign  Quota"  concept  is  not  adopted,  then  we  suggest  the  Secre- 
tary be  given  the  authority  to  ascertain  which  of  the  countries  that 
have  permanent  quotas  will  have  sugar  to  fill  such  deficits  and  that 
deficit  reallocations  be  given  to  such  countries  in  not  less  than  "cargo" 
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size  quantities.  Under  the  present  system  of  reallocating  deficits  on 
a  percentage  basis,  the  quantity  assigned  to  many  countries  is  so 
small  that  the  sugar  is  not  made  available  because  of  inability  to 
ship  less  than  a  cargo.  This  proposal  should  eliminate  that  difficulty. 

We  propose  under  the  "Undesignated  Foreign  Quota"  that  the 
Secretary  should  have  the  authority  to  request  foreign  areas  to  apply 
for  authorization  to  enter  any  needed  quantity  within  such  quota 
during  any  of  the  first  three  quarters  of  the  calendar  year.  To  assure 
adequate  supplies  of  raw  sugar  to  the  U.S.  refineries  as  needed  if  this 
concept  is  not  adopted,  the  Secretary  should  be  given  the  authority 
to  establish  import  requirements  for  foreign  sugar  during  any  of  the 
first  three  calendar  quarters.  (This  authorization  to  be  used  for  as- 
surance of  supply  and  not  as  a  price  manipulative  factor,  with  this 
stipulation  to  be  spelled  out  in  the  legislation  or  the  committee 
report.) 

The  Sugar  Users  Group  believes  that  the  access  to  a  reasonable 
quantity  of  imported  direct  consumption  sugar  is  necessary  and 
recommends : 

A.  Importation  of  direct  consumption  sugar  from  Puerto  Kico 
be  allowed  as  at  present  in  section  207(b). 

B.  No  restrictions  be  placed  on  use  of  refined  sugar  from  Hawaii 
by  elimination  of  section  207 (a) . 

C.  Quotas  for  not  less  than  250,000  tons  of  direct  consumption 
sugar  be  established  for  those  foreign  areas  which  can  supply  the 
quality  needed  by  users  in  the  United  States. 

4.   PRICE   OBJECTIVES   AND  QUOTA  ADJUSTMENTS 

We  propose  a  price  objective  and  a  "corridor"  similar  to  those  in 
the  present  Sugar  Act.  The  price  objective  would  be  calculated  just 
as  in  the  present  act  except  that  we  have  introduced  the  price  of 
world  sugar — adjusted  to  domestic  basis  by  adding  duty  and  f  reight-r- 
as  a  third  factor  to  be  given  equal  weight  with  the  Parity  Index  and 
the  ^ATiolesale  Price  Index.  The  price  objective  would  be  calculated 
once  every  3  months  using  the  indices  of  the  month  immediately 
preceding  the  three  months  in  question.  Significantly,  the  "corridor" 
would  be  much  wider  than  that  in  the  present  act.  We  propose  that 
whenever  the  actual  prict  of  raw  sugar — average  No.  10  spot  quota- 
tion for  10  consecutive  market  days — is  within  ±8  percent  of  the 
price  objective,  the  Secretary  would  not  be  authorized  to  adjust  the 
annual  consumption  estimate  (total  quota).  When  the  actual  price  is 
between  ±8  percent  and  ±15  percent,  the  Secretary  may  at  his  dis- 
cretion adjust  the  annual  consumption  estimate  and  when  the  actual 
price  is  more  than  15  percent  above  or  below  the  price  objective,  the 
Secretary  must  make  the  appropriate  adjustment  in  the  annual  con- 
sumption estimate. 

Under  the  present  act,  due  to  inflationary  pressures,  the  price  ob- 
jective has  risen  from  $8.86  per  cwt.  in  January,  1972,  to  $11.35  per 
cwt  at  this  time  and  we  forecast  under  continuing  inflation  the  price 
objective  will  be  approximately  $12.75  by  December,  1974.  Thus, 
within  3  years  the  objective,  as  computed  under  the  formula  now  con- 
tained in  the  act,  will  have  increased  by  $3.89  per  cwt.  or  44  percent. 


Digitized  by  VjOOQIC 


81 

From  previous  testimony,  we  miderstand  that  certain  domestic  areas 
are  satisfied  with  the  present  price  objective  formula  but  that  other 
areas  have  requested  changes  that  will  result  in  markedly  higher 
price  objectives.  Even  with  the  44  percent  increase  referred  to  alx)ve, 
the  supply-demand  position  in  the  world  is  such  that  the  U.S.  spot 
price  for  raw  sugar  has  gone  above  the  upper  limits  of  the  "corridor" 
and  on  February  15  was  $17.75  per  cwt.  This  price  is  approximately 
$6.00  per  cwt.  above  the  upper  limit  of  the  price  "corridor"  deter- 
mined as  specified  in  the  act. 

The  Sugar  Users  Group  recognizes  that  during  a  period  of  extremely 
high  world  market  prices,  it  is  most  difficult  to  maintain  too  low  a 
price  for  raw  sugar  m  the  United  States  (even  though  the  Sugar  Act 
is  demonstrating  some  degree  of  effectiveness  in  maintaining  a  lower 
price  whicli  on  February  15  was  about  $5.30  per  cwt.  under  the 
world  price).  Our  proposal  to  include  the  world  price  as  a  third 
factor  in  the  price  determination  will  recognize  the  influence  of  the 
world  price  on  the  domestic  price  and,  with  the  wider  corridor,  we 
believe  will  give  the  Secretary  a  better  instrument  to  obtain  the 
needed  supplise  and  to  control  prices.  We  realize  that  the  inclusion 
of  the  world  market  price  means  we  will  pay  higher  prices  in  times 
such  as  now  when  the  world  supply  is  short,  but  we  also  feel  that 
we  should  benefit  from  lower  prices  when  they  may  exist  in  the 
world.  We  do  not  foresee  that  the  establishment  of  the  price  objec- 
tive and  the  operation  of  the  corridor  which  we  propose  would  re- 
sult in  prices  which  would  be  detrimental  to  any  domestic  or  foreign 
supplier  within  the  period  of  a  reasonable  extension  of  the  act.  In 
fact,  should  the  world  price  go  down  markedly,  the  inflationary 
escalation  of  te  other  two  factors  m  the  price  objective  would  largely 
offset  such  decline  and,  in  effect,  establish  a  floor  price. 

During  the  first  2  years  of  the  present  Sugar  Act,  the  method  of 
determining  the  "Price  Objective"  coupled  with  the  narrow  price 
corridor  have  brought  about  a  market  which  has  been  predictable 
within  a  close  range,  and  this  situation  has  made  it  possible  for  the 
operators  and  foreign  sellers  to  unduly  benefit  from  this  predicta- 
bility. Also,  because  price  variations  have  been  so  small,  activity  on 
the  futures  market  has  been  limited  and  the  sugar  industry  could 
not  use  that  market  for  hedging  purposes.  The  new  concept  for  the 
"Price  Objective"  which  we  propose,  with  the  world  market  price 
as  a  third  factor,  coupled  with  the  wider  corridor  of  ±8  percent  to 
±  15  percent  should  bring  about  enough  price  variations  to  support 
an  active  Futures  market  and  also  to  remove  the  predictability  which 
has  worked  for  the  benefit  of  the  foreign  sellers. 

During  periods  of  highly  volatile  commodity  price  movements, 
buyers  obviously  have  a  need  to  establish  their  cost  for  some  reason- 
able time  into  the  future.  As  has  been  shown  in  many  other  com- 
modities, such  as  cocoa,  soy  beans,  and  their  products,  feed  and  food 
grains,  live  cattle,  and  many  others,  the  instrument  which  permits 
establishment  of  such  as  cost  is  the  commodity  exchange.  However, 
so  that  the  exchange  may  function  properly,  price  fluctuations  of  a 
certain  magnitude  are  essential. 

For  example,  the  Canadian  sugar  price  presently  is  above  the  U.S. 
domestic  price.  However,  the  Canadian  users  suffer  less  from  the 
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present  surge  in  sugar  prices  because  many  of  them  have  been  able 
to  hedge  their  requirements  in  the  futures  markets.  This  flexibility- 
is  unavailable  to  U.S.  sugar  users.  The  Sugar  Users  Group  in  its 
testimony  of  March  4,  1971,  made  this  point  when  it  suggested  the 
establishment  of  a  wider  "price  corridor"  than  the  one  which  was 
eventually  adopted.  Now,  we  again  propose  revision  of  the  corridor 
to  make  a  viable  futures  market  available  to  U.S.  users  and  pro- 
ducers. Futures  markets,  where  properly  established,  administered, 
and  understood,  work  equally  to  the  benefit  of  the  producers  and 
consumers. 

5.   FARM   INCOME   PROVISION 

We  propose  that  the  new  sugar  legislation  contain  provisions 
whereby  the  Secretary  of  Agriculture  would  determine  fair  and 
reasonable  prices  to  be  paid  to  farmers  for  sugarcane  and  sugar  beets 
in  order  to  encourage  them  to  grow  these  crops  in  sufficient  quanti- 
ties to  meet  the  domestic  quotas.  There  would  be  no  payments  to 
farmers  when  growers'  income  is  equal  to  or  above  the  fair  price  as 
determined  by  the  Secretary.  Should  domestic  prices  be  insufficient 
to  meet  these  income  provisions,  appropriate  compensatory  payments 
would  be  made  out  of  the  general  funds  of  the  Treasury — or  out  of 
the  proceeds  of  the  excise  tax  if  that  tax  should  be  retained. 

6.   APPLICATION   TO   SUGAR   BEETS  AND   SUGARCANE   ONLY 

We  are  opposed  to  the  inclusion  of  any  products  other  than  nutri- 
tive sweeteners  produced  from  sugarcane  and  sugar  beets  under  the 
Sugar  Act.  If  there  is  an  opportunity  for  the  American  consumer  to 
benefit  from  a  nutritive  sweetener  made  from  a  crop  in  which  the 
United  States  is  self-sufficient,  industrial  sugar  users  and  other  con- 
sumers should  have  the  opportunity  to  use  such  products  without 
restriction. 

7.   CONFECTIONERY  QUOTA 

If  the  confectionery  quota  is  to  remain  in  the  Act,  it  should  not 
be  changed  from  the  present  level. 

8.   PET  FOOD 

Sugar  used  in  the  manufacture  of  pet  food  should  be  included 
within  the  meaning  of  "livestock. feed"  in  Section  212,  "Inapplica- 
bility of  Quota  Provisions." 

9.   METRIC   SYSTEM 

Since  sugar  statistics  worldwide  are  expressed  in  metric  units,  we 
propose  that  quota  and  statistical  provisions  of  the  Sugar  Act  be 
stated  in  metric  units. 

I  have  outlined  the  areas  of  the  Sugar  Act  which  we  believe  could 
be  improved  by  the  changes  proposed.  Mr.  Chairman,  I  shall  be 
happy  to  answer  any  questions  from  the  committee  now  or  to  return 
later  if  further  explanation  should  be  needed. 

The  Chairman.  Thank  you  very  much,  Mr.  Mount.  It  is  our 
practice — we  believe  it  saves  time — to  ask  that  all  of  the  witnesses 
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-who  appear  will  come  back  and  submit  to  questioning  en  bloc.  I  am 
^oing  to  ask  you  at  the  moment  to  remain  with  us.  Then  when  we 
finish  with  the  other  witnesses,  we  will  ask  all  of  you  to  come  back 
and  submit  to  questioning. 

Xow,  the  Chair  has  an  announcement  that  I  must  make.  It  has 
iiotliing  whatever  to  do  with  any  particular  individual  who  has  been 
a  witness  or  who  anticipates  being  a  witness.  I  have  a  note  from  our 
staff  to  the  effect  that  they  have  been  bothered  by  some  representa- 
tives of  the  sugar  industry  and  others  who  have  been  coming  by 
staff  members'  desks  to  pick  up  testimony  before  getting  to  the  com- 
mittee hearing  room.  It  might  be  a  good  idea  to  remind  these  people 
who  are  attending  these  hearings  that  all  available  testimony  will 
be  placed  on  the  press  desk  as  soon  as  possible  and  the  staff  people 
should  not  be  botliered  with  requests  for  more  testimony.  I  think  our 
staff  tries  to  be  as  accommodating  as  possible  in  giving  out  copies 
of  the  testimony,  but  I  am  sure  they  do  not  appreciate  representa- 
tives of  the  industry  coming  by  their  desks  and  picking  up  material 
that  they  have  there  for  some  specific  purpose,  possibly  to  fill  tele- 
phone or  written  requests.  I  think  we  are  going  to  ask  our  visitors 
to  obey  the  posted  notices  and  ask  you  to  stay  out  of  the  committee 
workrooms. 

Xow,  you  are  welcome  to  come  into  the  reception  room,  but  I  see 
too  many  of  you  going  in  that  door  and  going  in  the  door  from  the 
reception  room  into  the  workrooms.  While  we  do  not  want  to  be 
inhospitable,  we  simply  can't  carry  on  the  work  of  the  committee  if 
every  representative  of  the  industry  comes  to  every  member  of  the 
staff  and  looks  over  their  desk  and  sorts  out  papers  that  they  want 
and  carries  them  off.  Frankly,  the  Chair  is  going  to  suggest  that  if 
we  have  any  more  of  that,  we  are  not  going  to  open  the  committee 
room  to  visitors  who  persist  in  those  kinds  of  actions. 

I  know  it  is  not  the  way  we  like  to  run  the  committee,  but  it  hap- 
pens, and  unfortunately,  it  has  always  happened  more  frequently  m 
connection  with  the  sugar  hearings  than  any  other  hearings  which 
this  committee  holds.  We  can  hardly  understand  that  and  we  cannot 
find  any  excuse  for  it. 

The  staff  will  try  to  cooperate  with  you.  We  will  try  to  give  you 
all  of  the  public  information  that  is  available.  But  we  are  not  going 
to  let  you  come  in  and  take  over  the  running  of  this  committee.  And 
I  do  not  want  to  see  any  more  visitors  inside  those  workrooms. 
Remember  that  if  you  are  f omid  in  there  and  the  Chair  knows  about 
it,  you  are  not  going  to  be  welcome  in  this  room. 

Our  next  witness  will  be  Mr.  James  E.  IMack,  president  and  general 
counsel  of  the  National  Confectioners  Association. 

Mr.  Mack,  we  will  be  glad  to  hear  from  you. 

STATEMENT    OF   JAMES   E.    MACK,    PRESIDENT    AND    GENERAL 
COUNSEL,  NATIONAL  CONFECTIONERS  ASSOCIATION 

Mr.  Mack.  Mr.  Chairman,  my  name  is  James  E.  Mack.  I  am  presi- 
dent and  general  counsel  of  the  National  Confectioners  Association, 
which  is  the  national  trade  association  of  the  U.S.  candy  manufac- 
turers and  industry  suppliers.  We  estimate  that  our  manufacturer 
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members  produce  approximately  85  percent  of  the  candy  manu- 
factured in  this  country. 

We  think  well  of  the  Sugar  Act  as  we  believe  it  is  important  to 
have  the  majority  of  our  sugar  requirements  produced  on  U.S.  soil 
as  the  best  assurance  of  the  availability  of  a  steady  supply. 

My  remarks  here  today  will  be  limited  to  two  subjects : 

I.  SUGAR  SUPPLY  AND  PRICE  IN  THE  U.S.  MARKET 

Under  the  Sugar  Act  the  U.S.  price  much  of  the  time  has  been 
higher  than  the  world  market  price.  This  has  only  limited  signifi- 
cance because  all  of  us  know  that  most  of  the  time  the  world  market 
price  represents  sugar  sold  at  below  the  cost  of  production  and  is 
not  a  fair  market  price  index  factor.  Nevertheless,  the  Sugar  Act 
does  effectively  isolate  the  U.S.  market  pricewise  from  world  market 
price  influences  so  long  as  the  world  market  price  is  below  the  U.S. 
price.  Also,  the  Sugar  Act  helps  keep  down  the  U.S.  price  when  the 
world  market  price  is  higher  than  the  U.S.  price,  such  as  it  is  at 
the  present  time.  However,  while  the  Sugar  Act  is  fully  effective 
in  isolating  the  U.S.  market  price  from  the  world  market  price  when 
the  U.S.  price  is  above  the  world  market,  it  is  only  partially  effective 
in  isolating  the  U.S.  market  from  the  world  market  price  when  the 
world  market  price  is  above  the  U.S.  price.  It  is  in  this  connection 
that  we  believe  corrective  action  is  in  order.  With  foreign  countries 
which  have  sugar  quotas  having  a  full  12  months  in  which  to  ship 
sugar  into  the  United  States  in  order  to  preserve  their  quotas,  un- 
derstandably there  is  an  attractant  for  them  to  hold  back  at  times  for 
shipment  to  the  United  States  because  they  have  continued  assurance 
of  a  U.S.  price,  whereas  they  do  not  have  an  assurance  of  the  world 
market  price.  Therefore,  under  circumstances  such  as  the  present, 
there  is  a  temptation  which  at  times  foreign  suppliers  do  not  resist, 
of  selling  disproportionately  on  the  world  market  in  relation  to  U.S. 
market  sales  at  variance  with  their  normal  marketing  custom  in  order 
to  take  advantage  of  a  temporary  high  world  market  price.  This 
disrupts  continuous  supplies  to  the  U.S.  market  and  causes  prices  in 
the  U.S.  market  to  be  above  the  Sugar  Act  price  objective.  For 
example,  let  us  assume  that  a  given  country,  bearing  in  mind  its 
production  cycle,  has  been  accustomed  to  shipping  to  the  United 
States  three-fourths  of  its  anual  quota  in  the  first  6  months  of  the 
year  with  only  one-fourth  of  its  quota  being  shipped  in  the  last  6 
months  of  the  year.  Under  the  current  world  market  situation,  such 
country  in  a  year  such  as  this  year  well  might  reverse  its  customary 
pattern  and  ship  only  one-fourth  of  its  U.S.  quota  in  the  first  half 
of  the  year,  with  the  remaining  three- fourths  in  the  second  half  of  the . 
year  so  that  it  could  take  advantage  of  the  high  world  market  price 
while  it  lasts,  knowing  that  the  U.S.  price  will  still  be  a  good  price 
all  of  the  year,  while  the  world  market  price  might  drop  substan- 
tially before  the  year  ends. 

It  would  seem  that  appropriate  corrective  action  would  be  the 
establishment  of  quarterly  quotas  for  each  country,  with  the  quar- 
ters for  entry  into  the  United  States  varying  with  each  country  in 
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relation  to  its  production  cycle,  with  the  Secretary  of  Agriculture, 
of  course,  authorized  to  make  exceptions.  In  this  way,  a  month  by 
month  steady  supply  of  sugar  from  foreign  sources  should  be  ob- 
tained for  the  United  States.  Also,  if  there  are  times  when  addition- 
al supplies  are  needed  from  nontraditional  sources,  a  definite  com- 
mitment from  the  United  States  for  a  U.S.  quota  in  the  future 
should  prove  attractive. 

II.  COXFECTIOXERY  IMPORT  QUOTA 

In  the  1971  amendments  to  Sugar  Act  extension  legislation,  Con- 
gi-ess  added  a  provision  to  limit  the  quantit}^  of  confectionery  im- 
ports to  a  quantity  equal  to  an  average  of  imports  during  the  3  cal- 
endar years  immediately  preceding  or  to  a  quantity  equal  to  5  per- 
cent of  U.S.  manufacturer  sales  during  the  most  recent  calendar 
year  for  which  data  are  available.  We  feel  that  this  was  an  excel- 
lent amendment  to  the  Sugar  Act  and  urge  its  retention  in  Sugar 
Act  extension  legislation  this  year. 

The  confectionery  industry  is  a  tremendous  user  of  U.S.  agricul- 
tural products  including  sugar,  corn  syrup,  peanuts,  tree  nuts,  dairy 
products,  and  fruits.  We  feel  that  establishment  of  the  import  quota 
made  good  sense  because  it  did  not  prevent  continued  or  even  in- 
creased sales  in  the  U.S.  market  of  foreign-produced  confections.  In- 
stead, in  effect,  it  said  to  foreign  candy  manufacturers  that  the 
U.S.  confectionery  market  is  one  in  which  they  might  share  and 
grow  with,  but  not  preempt.  The  quota  has  been  large  enough  and 
in  the  future  likely  still  will  enable  a  foreign  candy  manufacturer 
to  do  substantial  test  marketing  in  the  United  States,  but  then  if 
the  foreign  manufacturer  should  decide  to  go  into  the  market  in  a 
big  way,  to  encourage  production  in  the  United  States,  with  U.S.- 
produced  agricultural  products,  to  employ  American  workers,  and 
to  engage  in  fair  competition. 

As  you  are  aware,  most  of  the  time  the  U.S.  price,  not  only  for 
sugar  but  for  many  other  agricultural  items,  has  been  higher  than 
the  price  for  which  these  same  items  are  sold  in  the  world  market, 
AMiich  was  among  the  important  reasons  for  establishing  the  con- 
fectionery import  quota.  It  is  true  that  currently  and  in  recent 
months  world  commodity  prices  in  many  instances  have  risen  great- 
ly and,  regarding  some  items,  are  even  above  the  U.S.  price  for 
these  same  commodities.  While  anyone  is  free  to  guess,  it  is  our 
belief  that  likel}',  over  the  long  pull,  there  will  be  a  return  to  what 
we  have  seen  in  the  past  and  that  U.S.  raw  material  agricultural 
prices  will  be  somewhat  higher  than  prices  for  the  same  items  out- 
side the  United  States.  Since  the  confectionery  import  quota  was 
established  in  1971,  the  quota  has  not  been  completely  filled.  For 
1973  the  quota  was  for  177,050,900  pounds.  Actual  imports  were 
186,643,329  pounds.  Even  though  the  quota  was  not  entirely  filled, 
it  is  suggested  that  in  all  probability  imports  would  have  been  some- 
what larger  than  the  quota  had  the  quota  not  been  in  effect.  This  is 
because  substantial  production  which  had  been  occurring  abroad 
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for  U.S.  manufacturers  was  transferred  to  the  United  States  fol- 
lowing imposition  of  the  quota,  and  facilities  for  increased  confec- 
tionery manufacture  have  been  constructed  in  the  United  States 
which  might  not  have  been  constructed  had  the  ownership  concerned 
been  free  to  manufacture  abroad  and  to  ship  unlimited  quantities 
of  confectionery  to  the  United  States.  One  major  foreign  manu- 
facturer now  is  nearing  completion  of  construction  of  a  substantial 
manufacturing  facility  in  this  country  to  use  American  agricultural 
commodities. 

It  seems  that  Congress  acted  timely  and  wisely.  Instead,  had 
Congress  allowed  confectionery  imports  to  increase  to  a  tremendous 
level  as  has  been  the  case  with  other  U.S.  products,  then  it  would 
have  been  difficult  if  not  impossible  to  have  returned  imports  to  a 
reasonable  level. 

I  want  to  comment  on  the  statements  made  by  Assistant  Secre- 
tary Katz  in  his  remarks  to  the  committee  on  February  18,  pertain- 
ing to  section  206(d)  of  the  current  act,  which  provides  for  an  im- 
port quota  on  confectionery.  Secretary  Katz  expressed  opposition 
to  this  provision,  contending  that  it  has  no  validity  under  present 
market  conditions  and  asserted  that  the  provision  has  been  the 
subject  of  formal  complaint  by  a  number — although  he  didn't  say 
how  many — of  the  important  trading  partners  of  the  United  States 
on  the  grounds  that  is  it  in  violation  of  the  general  agreement  on 
tariffs  and  trade.  Also  lastl}^,  he  stated  that  the  provision  is  a  need- 
less irritant  and  is  harmful  to  the  foreign  trade  posture  of  the 
United  States. 

First  as  to  its  significance  under  current  market  conditions,  I  did 
make  reference  to  the  matter  in  mj  statement.  There  is  an  abnormal 
situation  which  exists  today  whereby  not  only  sugar  but  certain 
other  raw  materials  are  priced  higher  abroad  than  in  the  United 
States,  completely  contrary  to  what  the  situation  has  been  in  the 
past.  However,  the  Sugar  Act  undoubtedly  will  be  extended  for 
several  years.  So  the  situation  in  the  coming  years  should  be  con- 
sidered along  with  the  present  situation,  which  has  very  few  and 
short-lived  precedents.  We  think  it  is  overwhelmingly  probable  that 
the  situation  in  the  future  likely  will  be  what  it  has  been  in  the 
past,  with  sugar  and  other  raw  material  prices  higher  in  the  United 
States  than  in  the  world  market. 

The  fact  that  the  quota  has  been  a  source  of  formal  complaint 
by  foreign  countries  should  not  mean  very  much.  Possibly,  the  en- 
tire Sugar  Act  could  be  challenged  as  a  violation  of  GATT.  Nations; 
frequently  take  actions  which  are  not  in  full  harmony  with  GATT. 
This  practice  is  so  prevalent  that  there  are  formal  procedures  for 
dealing  with  such  alleged  infringements  and  for  making  adjust- 
ments. Most  international  trade  meetings  involve  much  time  con- 
sidering such  subjects.  For  example,  there  are  several  articles  of 
GATT  that  deal  specificallv  with  the  treatment  of  such  problems: 
Article  XIX,  article  XXIII,  articles  XXIV,  and  XXVIII.  Just  ta 
give  you  a  few  examples,  possibly  the  EEC  was  one  of  the  com- 
plainers.  The  EEC  has  been  levying  variable  duties  on  imports  o^ 
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foreign  agricultural  products  for  10  years  in  violation  of  GATT^ 
but  they  still  continue. 

It  is  also  an  obvious  violation  for  the  EEC  countries  to  give  pref- 
erential rates  to  their  former  African  colonists,  but  it  continues. 

I  could  discuss  many  other  such  actions  of  countries  that  are  not 
in  harmony  with  GATT  should  the  committee  wish  me  to  do  so. 

In  summary,  we  urge  continuation  in  its  present  form  of  section 
296(d)  of  the  Sugar  Act,  providing  for  an  import  quota  on  con- 
fectionery; and  also  estal3lishment  of  a  means  such  as  quarterly 
import  quotas  from  foreign-country  suppliers,  to  insure  an  ade- 
quate, steady  supply  of  sugar  to  the  U.S.  market  throughout  the 
year,  with  the  objective  of  fully  isolating  the  U.S.  market  from 
the  world  market  price  when  it  is  higher  than  the  U.S.  price,  just  as 
the  Sugar  Act  for  many  years  effectively  has  isolated  the  U.S.  mar- 
ket from  the  world  market  price  when  the  U.S.  price  has  been  higher 
than  the  world  market  price. 

The  Chairmax.  Thank  you  very  much,  Mr.  Mack.  That  is  a  good 
statement.  If  you  will  just  stay  with  us  until  we  finish  with  the 
other  witnesses,  we  will  call  you  back. 

The  next  witness  is  Mr.  Arnold  Mayer,  legislative  representative 
of  the  Amalgamated  Meat  Cutters  and  Butcher  Workers. 

We  will  be  glad  to  hear  from  you,  Mr.  Mayer. 

STATEMENT  OF  ARNOLD  MAYER,  LEGISLATIVE  REPRESENTATIVE, 
AMALGAMATED  MEAT  CUTTERS  AND  BUTCHER  WORKMEN 
(AFL-CIO) 

Mr.  Mayer.  Thank  you,  Mr.  Chairman. 

My  name  is  Arnold  Mayer.  I  am  the  legislative  representative 
of  the  Amalgamated  Meat  Cutters  and  Butcher  Workmen  (AFLi- 
CIO).  The  Amalgamated  is  a  labor  union  with  500,000  members 
organized  in  about  700  local  unions  throughout  the  United  States 
and  Canada.  The  Amalgamated  and  its  local  unions  have  contracts 
with  thousands  of  employers  in  the  meat,  retail,  poultry,  egg,  can- 
ning, leather,  fish  processing,  sugar  refining  and  fur  industries. 

Mr.  Chairman,  gentlemen  of  the  committee,  we  have  a  somewhat 
different  aspect  to  discuss  in  relation  to  the  Sugar  Act.  In  order  ta 
conserve  your  time,  a  number  of  unions  and  other  organizations 
have  asked  me  to  present  their  views.  I  have  a  number  of  letters 
which,  with  the  Chairman's  permission,  I  should  like  to  put  inta 
the  record. 

Also,  with  the  Chairman's  permission,  I  should  like  to  read  one 
of  the  letters.  It  is  by  Andrew  J.  Biemiller,  director  of  the  Depart- 
ment of  Legislation  of  the  AFL-CIO. 

The  Chairman.  Without  objection,  the  letters  will  be  included  in 
the  record  and  you  may  read  Mr.  Biemiller's  letter. 

Mr.  Mayer.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  the  letter  is  addressed  to  you. 

Dear  Mr.  Chairman  :  The  plight  of  sugar  workers  is  shocking.  They  Uve  in 
extreme  poverty.  They  earn  only  a  fraction  of  the  federal  government's  pov- 
erty line.  They  work  as  much  as  12  hours  a  day,  seven  days  a  week  during^ 
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harvest  time  and  yet  are  unable  to  feed  and  shelter  their  families.  They  are 
continuously  in  debt  to  the  sugar  companies  for  the  barest  necessities  of 
life.  The  U.S.  Department  of  Agriculture,  which  according  to  the  Sugar  Act 
is  to  protect  them,  has  actually  been  shown  in  recent  court  cases  to  be  a 
vehicle  to  suppress   these   workers. 

The  industry  in  which  these  workers  are  employed  is  subsidized,  pro- 
tected and  regulated  by  the  federal  government.  Growers  and  processors 
are  paid  some  $90  million  a  year  out  of  public  funds.  Protection  is  tightly 
regulated  here  and  imports  are  strictly  controlled  to  maintain  price. 

The  AFL-CIO  is  appalled  that  sugar  workers  are  the  odd  man  out  in  this 
system  of  public  bounty.  We  regard  this  fact  to  be  a  shocking  inequity, 
which  must  be  corrected.  We  are,  therefore,  delighted  that  Representative 
William  D.  Ford,  Chairman  of  the  House  Agriculture  Labor  Subcommittee, 
has  introduced  legislation  to  provide  better  wages,  fringe  benefits,  grievance 
procedures  and  other  rights  to  these  workers.  We  strongly  urge  that  the 
Committee  approve  this  bill  as  an  amendment  to  the  Sugar  Act.  It  would 
greatly  strengthen  that  law  by  providing  just  treatment  for  workers  along 
with  the  subsidies  and  other  protection  for  growers  and  processors. 
Sincerely  yours, 

Andrew  J.  Biemiller, 
Director,  Department  of  Legislation,  AFL-CIO. 

I  also  have  letters  which  I  shall  not  read  in  order  to  save  time, 
from  Jack  Beidler,  legislative  director  of  the  United  Auto  Work- 
ers; from  Clarence  Mitchell,  director  of  the  Washington  Bureau  of 
the  National  Association  for  the  Advancement  of  Colored  People; 
from  Jack  Sheehan,  legislative  director  of  the  U.S.  Steelworkers 
of  America;  from  Howard  D.  Samuel,  vice  president.  Public  Af- 
fairs, Amalgamated  Clothing  Workers. 

All  of  these  letters  urge  approval  of  legislation  by  Congressman 
William  D.  Ford  of  Michigan.  My  understanding,  Mr.  Chairman, 
is  that  that  legislation  was  to  have  been  introduced  yesterday.  The 
early  adjournment  of  the  House  prevented  the  introduction  of  the 
legislation,  but  it  will  be  introduced  today. 

[The  letters  referred  to  follow :] 

Amalgamated   Clothing  Workers 

OF  America — AFL-CIO, 
Washington,  D.C.,  February  20,  1974, 
Hon.  W.  R.  Poage, 
Chairman,  Committee  on  Agriculture 
U.S.  House  of  Representatives, 
Washington,  D.C, 

Dear  Mr.  Chairman  :  The  Amalgamated  Clothing  Workers  of  America, 
AFL-CIO  respectfully  urges  that  the  Agriculture  Committee  consider  the 
abject  condition  of  sugar  workers  during  its  consideration  of  an  extension 
of  the  Sugar  Act.  We  particularly  hope  the  Committee  will  support  the  sugar 
worker  protection  bill  introduced  by  Rep.  William  D.  Ford,  Chairman  of  the 
Agricultural  Labor  Subcommittee  of  the  House  of  Representatives. 

Our  Union  is  deeply  concerned  by  the  extreme  poverty  of  sugar  workers 
even  though  they  are  employed  in  a  government  subsidized  and  protected 
industry.  We  believe  the  Sugar  Act  must  provide  further  asi^istance  to  these 
workers  to  match  the  great  benefits  it  bestows  upon  growers  and  others 
in  the  industry.  We  believe  the  Ford  bill  is  a  major  effort  toward  that 
purpose. 

Very  truly  yours, 

Howard  D.   Samuel, 
Vice  President,  Public  Affairs. 
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INTEKNATIONAL   UXION,    UNITED   AUTOMOBILE,    AEBOSPACE,    & 

Agbicultural  Implement  Workers  or  America — UAW 

Washington^  D.C,  February  19,  1974. 
Hon.  W.  R.  PoAGE, 
Chairman,  Committee  on  Agriculture 
U.S.  House  of  Representatives, 
Washington,  D.C, 

Dear  Mr.  Poage:  The  United  Auto  Workers  believe  that  sugar  workers 
must  participate  in  the  public  support  whicli  the  federal  government  pro- 
vides for  growers  and  other  parts  of  the  sugar  industry.  The  economic  dis- 
crimination against  these  workers  in  the  use  of  public  funds  and  federal 
protection  demonstrates  a  great  inequity  in  the  Sugar  Act. 

The  poverty  and  suffering  of  sugar  workers  and  their  families  would  re- 
quire help  in  any  case.  But  the  fact  that  these  men  and  women  labor  in  an 
industry  which  is  subsidized  by  the  American  taxpayer  and  otherwise  greatly 
benefitted  by  specific  government  actions  makes  relief  for  them  absolutely 
essential. 

The  UAW  endorses  the  testimony  of  the  Amalgamated  Meat  Cutters  and 
Butcher  Workmen  to  the  Committee  concerning  the  Sugar  Act.  We  join  in 
urging  that  the  Committee  approve  the  amendments  proposed  by  Represen- 
tative William  D.  Ford,  Chairman  of  the  House  Agricultural  Labor  Subcom- 
mittee. The  wages  and  other  benefits  provided  sugar  workers  in  the  Ford 
bill  would  at  long  last  begin  to  make  the  Sugar  Act  equitable  instead  of  a 
measure  which  gives  aid  and  protection  to  the  industry  and  the  back  of  the 
hand  to  workers. 

Very  truly  yours, 

Jack  Beidler, 
Legislative  Director. 

National  Association  for  the  Advancement  of  Colored  People, 

Washington,  D.C.,  February  20,  1974. 
Hon.  W.  R.  Poage, 
Chairman,  Committee  on  Agriculture 
U.S.  House  of  Representatives, 
Washington,  D.C. 

Dear  Mr.  Chairman:  The  overwhelming  majority  of  sugar  field  workers 
in  this  nation  are  either  black  or  brown  Americans.  They  are  mostly  Negroes 
or  Chicanes. 

Even  though  they  work  in  an  Industry  which  is  government  protected, 
these  workers  are  generally  even  worse  off  than  blacks  in  the  urban  ghettos 
or  Chicanos  in  the  city  barrios.  Despite  extremely  hard  work,  their  income 
is  a  fraction  of  the  federal  poverty  level.  Although  federal  law  makes  the 
Department  of  Agriculture  their  protector,  they  are  actually  discriminated 
against  and  specifically  harmed  by  the  Department. 

Legislation  introduced  by  Representative  William  D.  Ford  offers  new  hope 
for  improving  the  conditions  of  these  workers.  It  provides  a  means  for  cor- 
recting the  unbelievable  situation  in  which  employers  are  subsidized  and 
otherwise  aided  by  the  federal  government  while  their  poverty-stricken  work- 
ers are  subjected  to  extreme  economic  suffering. 

The   National  Association  for  the  Advancement  of   Colored  People  urges 
the  Committee  to  approve  the  Ford  bill  as  an  amendment  to  the  Sugar  Act 
Its  enactment  is  essential. 
Sincerely  yours, 

Clarence  Mitchell, 
Director,  Washington  Bureau, 
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United  Steelworkers  of  America, 
Washington,  D.C.J  Fehruary  19,  197^. 
Hon.  W.  R.  POAGE, 
Chairman,  Committee  on  Agriculture 
U.S.  House  of  Representatives, 
Washington,  D.C. 

Dear  Mr.  Chairman  :  The  United  Steelworkers  of  America  wishes  to  join 
in  the  testimony  of  the  Amalgamated  Meat  Cutters  and  Butcher  Workmen 
concerning  the  changes  required  in  the  Sugar  Act  to  improve  the  conditions 
of  sugar  field  workers.  Our  Union  strongly  supports  the  bill  introduced 
by  Congressman  William  Ford  of  Michigan  and  hopes  the  Committee  will 
insert  its  provision  in  its  1974  version  of  the  Sugar  Act  before  sending  that 
measure  to  the  House  floor.  The  Steelworkers  will  strongly  support  the  Ford 
bill  on  the  floor. 

The  Sugar  Act  must  improve  the  conditions  of  field  workers  who  culti- 
vate and  harvest  the  beets  and  cane.  For  these  workers  and  their  families 
to  live  in  abject  poverty  while  the  nation  subsidizes  the  industry  by  nearly 
$100  million  annually,  controls  imports  and  production  and  otherwise  pro- 
tects sugar  prices,  is  an  incredible  fact  of  political  life.  It  is  a  situation  which 
must  be  corrected. 
Sincerely, 

John  J.   Sheehan, 
Legislative  Director. 

Mr.  Mayer.  We  are  appearing  before  the  committee  today  to  urge 
legislation  which  will  provide  better  conditions  for  farm  workers. 
This  action  by  the  Amalgamated  is  not  unusual  since  our  union  has 
championed  farm  labor  reform  efforts  for  decades.  What  is  different 
about  our  current  testimony  is  that  we  are  urging  Federal  actions  in 
an  industry  which  is  already  controlled,  regulated  and  subsidized 
by  the  Government.  In  the  sugar  industry,  production  quotas  are  set 
and  enforced;  Federal  payments  of  about  $90  million  are  made  an- 
nually, and  foreign  imports  are  specifically  restricted. 

The  industry  is  dominated  by  large  firms  which  either  grow  sugar 
directly  or  indirectly  control  production.  Sugar  producers  are  the 
only  growers  who  are  not  limited  by  law  to  a  maximum  Federal 
payment  of  $20,000  a  year.  The  legislation  passed  last  year  makes 
suga-r — alone  among  all  the  commodities — free  of  any  payment  limi- 
tation. 

WELL-ORGANIZED  INDUSTRY 

Another  important  point  about  this  industry  is  that  it  is  the  only 
large  segment  of  agriculture  in  which  collective  bargaining  exists 
between  the  processing  companies  and  the  growers.  Grower  associa- 
tions bargain  with  the  firms  on  conditions  of  sale  of  their  products. 

We  shall  not  propose  any  changes  in  either  these  conditions  or  in 
any  parts  of  the  Sugar  Act  other  than  the  labor  provisions.  We  are 
mentioning  these  factors  to  point  out  the  highly  organized  and  highly 
controlled  nature  of,  the  domestic  sugar  industry.  We  want  to  show 
that  field  workers  are  deprived  outsiders  in  the  system  of  Federal 
income  protection  which  has  been  built  over  the  years  in  sugar  legis- 
lation. We  want  to  urge  that  justice,  equity  and  political  realities 
require  that  these  workers  now  share  fully  in  the  Government  aid 
and  protection  provided  to  this  industry. 
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LABOR  PROVISIONS 

We  recognize  that  the  Sugar  Act  does  establish  certain  labor  con- 
ditions: the  banning  of  child  labor  and  the  establishment  of  "fair 
and  reasonable"  rates  of  pay.  But  we  submit  that  these  provisions 
have  not  worked  to  guarantee  the  sugar  workers  anything  but  a  sub- 
sistence poverty  income.  He,  like  other  farm  workers,  is  in  the  deep- 
est and  direst  poverty. 

Other  witnesses  will  present  detailed  views  of  the  plight  of  farm 
workers.  We  shall  not  burden  the  committee  with  repetitions,  but 
we  do  want  to  present  just  a  few  insights  on  labor  conditions. 

In  Louisiana,  the  work  performed  by  farm  workers  is  mostly 
highly  skilled.  Production,  cultivation  and  harvesting  are  mechanized. 
Two  corporations,  South  Coast  Corp.  and  Southdown  Lands  Inc., 
which  are  parts  of  conglomerates,  dominate  sugar  production.  Yet 
the  minimum  wages  set  by  the  Agriculture  Department  under  the 
Sugar  Act  for  production  and  cultivation  work  is  $2  an  hour  for 
tractor  drivers  and  $1.90  for  all  other  workers.  For  harvest  work, 
harvester  and  loader  operators  receive  $2.10  an  hour;  tractor  drivers, 
truck  drivers,  harvester  bottom  blade  operators  and  hoist  operators 
$2.05,  and  all  other  workers  $1.90. 

For  sugar  beet  work  throughout  the  country,  a  minimum  wage  of 
$2.15  an  hour  was  set  for  the  1973  season.  Piece  rates  are  also  estab- 
lished and  a  worker  can  earn  more,  but  the  piece  rates  are  based 
on  the  $2.15  an  hour  standard. 

FOREIGN   WORKERS 

In  Florida  and  Texas,  tractor  drivers  and  principal  operators  of 
mechanical  harvesting  and  loading  equipment  get  a  $2.45  an  hour 
minimum,  according  to  the  Department's  determination.  All  other 
workers,  including  those  employed  to  assist  in  the  operation  of  me- 
chanical harvesting  and  loading  equipment,  such  as  harvester  cutter 
blade  operators,  earn  $2.15. 

The  Florida  sugar  employment  situation  is  interesting.  Virtually 
all — if  not  all — of  the  labor  consists  of  imported  foreign  workers 
from  the  Caribbean.  The  grower  associations  claim  that  they  cannot 
get  American  workers — as  the  bracero  users  did  before  Public  Law  78 
expired.  But  the  fact  is  that  they  prefer  the  foreign  workers  and 
have  lobbied  intensively  to  prevent  the  establishment  of  conditions 
which  would  assure  the  availability  of  U.S.  labor.  For  the  alien 
workers  are  like  indentured  servants  and  they  must  be  docile. 

They  are  not  free  men  who  can  decide  to  work  or  quit  or  seek 
other  U.S.  employment.  They  must  work  for  the  associ^,tion  which 
contracted  for  them  and  do  as  they  are  told.  Otherwise,  they  are 
sent  back  to  the  massive  unemployment  of  their  home  islands  with 
only  additional  debts  to  show  for  their  efforts. 

In  Hawaii^  sugar  workers  are  organized  into  a  union,  Local  142 
of  the  International  Longshoremen's  and  Warehousemen's  Union. 
Currently,  wages  range  from  $2.85  to  $4,801/^  an  hour.  Contract 
negotiations  will  get  underway  shortly  and  these  session^  will  result 
in  higher  pay  for  workers  in  all  categories.  In  addition,  these  work- 
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ers  get  the  usual  fringe  benefits  provided  in  a  union  contract  and 
they  are  covered  by  unemployment  compensation  and  workmen's 
couipensation.  This  is  an  example  of  what  can  be  done  in  the  sugar 
industry. 

CARDS   STACKED  AGAINST  WORKERS 

Sugar  wage  determinations  are  made  after  the  Department  of 
Agriculture  holds  hearings  annually  around  the  country.  The  testi- 
rriony  is  an  important  factor  in  the  determinations,  according  to  the 
Department.  From  the  workei-s'  standpoint,  the  hearings  are  a 
farce. 

Those  parts  of  the  industry  which  have  an  interest  in  keeping 
wages  down  organize  well  for  the  hearings.  Sugar  workers  cannot 
match  their  efforts.  The  Avorkers  are  poorly  organized  and  are  un- 
able to  hire  expert  assistance.  In  some  areas,  they  are  aided  by 
groups  such  as  our  union,  but  overall,  they,  the  workers,  lose  hands- 
down  in  the  competition  with  their  adversaries  in  research,  presen- 
tation and  argumentation — ^not  to  mention  political  power.  It  is  not 
rare  for  hearings  in  a  particular  area  to  be  held  without  anyone 
presenting  the  field  and  processing  workers'  case  at  all. 

Other  criteria  for  the  wage  determination  are  incredibly  one- 
sided, too.  For  example,  among  the  major  factors  are  the  wage 
rates  for  other  farm  work  and  the  income  of  other  farmworkers. 
These  criteria  establish  a  vicious  cycle  and  perpetuate  it.  Farm  labor 
Avages  and  earnings  are  abysmally  low  in  part  because  the  minimum 
wages  established  by  the  Sugar  Act  are  low.  And  the  act's  mini- 
mums  are  low  because  farm  labor  wages  and  earnings  are  low. 

Interestingly,  although  the  highly  mechanized  and  skilled  work 
has  many  counterparts  in  nonagricultural  industries,  these  wage 
lates  ai-e  not  used  in  the  determination.  Nor  is  the  fact  that  this  is 
a  subsidized,  highly  controlled  industry  considered  when  the  com- 
parisons with  nonsubsidized  work,  such  as  vegetable  production, 
are  made. 

The  decisions  on  the  minimum  wages  are  made  by  the  Sugar 
Division  of  the  Agricultural  Stabilization  and  Conservation  Serv- 
ice. Not  only  does  this  agency  enforce  the  other  provisions  of  the 
iact,  but  those  other  parts  are  of  far  greater  interest  and  concern 
to  the  Division  than  the  farm  labor  requirements. 

In  fact,  the  men  making  the  determinations  generally  have  worked 
a  good  part  of  their  lives  with  the  industry  groups  which  have  a 
self-interest  in  keeping  farm  labor  wages  low.  Some  come  from  that 
part  of  the  industry;  others  go  to  work  in  it  after  they  leave  the 
Department.  Farm  labor  is  of  secondary  interest  at  best  to  the  Di- 
vision or  to  the  Department  of  Agriculture.  Their  major  obligation 
is  to  maintain  grower  income. 

How  badly  the  cards  are  stacked  against  farmworkers  under  the 
Sugar  Act  is  shown  by  the  "enforcement  procedures"  of  the  mini-  ' 
mum  wage  regulations.  If  a  group  of  workers  feels  that  they  have  " 
not  been  paid  the  required  minimum  or  if  they  have  any  wafie  ^ 
disputes  with  a  grower,  they  must  go  to  the  local  Agricultural  Stabr  ^ 
ili^atioh  and  Conservation  Committees.  These  committees  are — agai9  ^ 
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according  to  Government  regulations — composed  exclusively  of  grow- 
ers. There  are  no  field  or  processing  workers  on  them! 

A  further  example  of  the  extreme  bias  of  the  Department  of 
Agriculture  against  these  workers — Avhom  it  is  supposed  to  protect 
according  to  the  Sugar  Act — is  apparent  from  the  history  of  the 
1971  Louisiana  wage  case.  Growers  and  workers  expected  the  De- 
partment to  order  a  10-cent-an-hour  wage  increase  before  the  harvest 
began  in  October  of  that  year  because  this  had  been  the  Depart- 
ment's practice  for  several  years.  The  growers'  expectation  was  ap- 
parent from  their  testimony  in  the  1971  Louisiana  wage  hearings. 

Instead,  the  Department  used  the  August-November  1971  wage 
freeze  to  postpone  an  increase.  It  added  insult  to  injury  by  ordering 
the  10-cen-an-hour  increase  to  take  effect  on  January  10,  1972  when 
the  harvest  season  in  Louisiana  was  completed  and  little  work  was 
available. 

Our  Union  and  other  groups  pointed  out  that  (1)  the  wage-price 
freeze  did  not  affect  raw  agricultural  products,  such  as  sugar;  (2) 
the  freeze  ended  on  November  13,  1971  and  not  January  10,  1972; 
(3)  Congress  specifically  provided  for  retroactive  pay  for  wage 
increases  due  in  the  freeze  period,  and  (4)  Congress  specifically  ex- 
empted low  wage  workers,  such  as  the  sugar  workers,  from  the 
freeze  or  wage  controls.  When  the  Department  was  forced  to  an- 
swer these  points  in  Congressional  hearings,  its  officials  changed 
their  story.  It  was  not  the  freeze  which  had  caused  the  "delay"  in 
the  increase,  they  declared.  It  Avas  Aveather  and  market  conditions. 

"Why  did  the  original  determination  announcing  the  "delay"  fail 
to  mention  the  weather  and  market  conditions?  Why  was  only  the 
wage-price  freeze  given  as  the  reason  in  the  official  determination  if 
that  was  not  the  "cause"?  The  Department  officials  did  not  have 
any  answers. 

A  suit  was  filed  against  the  Department.  U.S.  District  Court  Juige 
John  H.  Pratt  quickly  denounced  the  Department's  action  sind 
ordered  a  10-cent-an-hour  increase  for  all  Avorkers  during  the  entire 
harvest  season  beginning  in  October  1971.  The  Department  under- 
took a  number  of  maneuvers  to  evade  the  decision  and  Judge  Pratt 
knocked  down  each  and  every  one  of  them. 

That  is  how  the  Department  of  Agriculture  performs  its  legal 
responsibility  to  protect  these  workers. 

Mr.  Chairman  and  gentlemen  of  the  committee,  it  is  time  for  a 
change.  It  is  time  that  these  Avorkers  and  their  families  share  in  the 
public  aid  which  is  bestowed  upon  the  sugar  industry.  A  bill  for 
that  purpose  is  being  introduced  by  Representative  William  D. 
Ford,  chairman  of  the  House  Agricultural  Labor  Subcommittee. 
That  measure  would  provide  an  automatic  and  fair  means  of  deter- 
minig  wages  using  increases  in  the  cost  of  living  and  the  rises  in 
productivity  as  determinants.  It  would  bring  to  the  sugar  workers 
and  their  families  some  of  the  fringe  benefits  which  are  common 
in  private  and  Government  employment  throughout  the  United 
States.  It  would  establish  an  impartial  means  for  settling  grievances 
between  workers  and  their  employers. 
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We  urgently  recommend  this  legislation  to  you  as  an  amendment 
to  the  Sugar  Act.  Its  inclusion  in  the  act  would  make  the  act  of 
benefit  to  workers  as  well  as  other  parts  of  the  industry.  It  would 
truly  make  the  act  and  its  public  aid  into  an  instrument  of  benefit 
to  all  parts  of  the  industry. 

The  Chairman.  Thank  you  very  much,  Mr.  Mayer. 

That  completes  the  list  of  witnesses  this  morning  who  have  asked 
to  appear.  You  just  keep  your  place,  Mr.  Mayer,  and  we  will  ask 
the  other  witnesses  who  testified  to  come  to  the  table  and  answer 
questions. 

I  am  going  to  start  at  the  end  of  the  seniority  list  this  morning. 

Mr.  Litton,  do  you  have  any  questions  ? 

Mr.  Litton.  I  have  just  one  question. 

Mr.  Mount,  we  keep  talking  about  the  world  market  price  and  the 
domestic  price,  in  America.  How  many  years  out  of,  say,  10,  would 
the  market  price  be  higher  than  the  price  in  America  ? 

Mr.  Mount.  If  I  may  answer  you  from  an  official  document  of 
the  Department  of  Agriculture,  I  will  just  use  a  period  of  20  years 
instead  of  10.  But  there  6  years  including  the  current  year  out  of 
the  past  20,  and  then  at  some  time  or  all  of  the  time  during  the 
year,  the  world  market  price  has  been  above  the  U.S.^  price. 

Mr.  Litton.  So,  really,  6  years  out  of  20,  it  has  been  higher  ? 

Mr.  Mount.  Yes,  sir. 

Mr.  Litton.  Now,  Avhen  you  say  it  is  higher,  is  that  for  the  whole 
year?  Or  just  part  of  the  year? 

Mr.  Mount.  In  the  first  instance,  following  the  Korean  or  during 
the  Korean  period,  it  did  not  go  for  an  entire  year.  The  second 
instance  was  in  1968-64,  when  it  went  for  longer  than  12  months, 
but  it  was  in  a  period  of  2  years. 

The  third  instance  it  has  been  very  short  time  in  1972.  It  was 
above  the  price  in  all  of  1973  and  it  appears  that  it  is  well  above 
right  now  and  it  could  be,  on  the  average,  above  in  1974  for  the 
full  year. 

Mr.  Litton.  I  hav^  no  further  questions. 

The  Chairman.  Thank  you,  Mr.  Litton. 

Mr.  Sebelius? 

[No  response.] 

The  Chairman.  Mr.  Zwach? 

Mr.  Zwach.  Thank  you,  Mr.  Chairman. 

I  would  like  to  address  a  question  to  Mr.  Mount.  First  of  all,  it 
is  good  to  see  you  again,  and  I  might  just  add  a  comment.  It  has 
been  my  privilege  to  get  around  the  world  some  and  I  have  lost 
a  lot  of  things  that  I  was  familiar  with,  but  I  never  lost  Coca-Cola. 
It  Avas  an  interesting  thing,  the  type  of  business  that  you  operate. 

Now,  the  thing  that  surprised  me  about  your  testimony  was  that 
you  made  recommendations  as  to  the  quotas  for  sugar  beets,  and 
you  made  one  much  smaller  than  did  the  total  of  the  sugar  indus- 
try yesterday.  They  recommend  3,875,000  tons  and  you  recommend 
3,449,000.  Did  you  do  this  on  careful  examination  of  the  facts? 

Mr.  Mount.  Yes,  sir,  we  did.  If  I  may  refer  to  the,  statement, 
there  was  a  drift  through  the  statement  where  I  think  we  were 
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repetitious,  where  we  said  we  wanted  the  quotas  to  go  whiere  the 
sugar  is,  particularly  in  this  time  in  the  world,  when  there  is  not 
enough  sugar  in  the  world.  If  you  will  recall,  one  of  the  provisions 
that  we  had  following  our  suggested  quota  was  one  that  any  deficits 
in  domestic  areas  could  be  filled  by  any  other  domestic  area  if  they 
had  the  sugar. 

The  second  factor  was  that  in  a  subsequent  year,  if  any  area  grew 
more  than  its  quota,  its  quota  for  the  subsequent  year  would  be 
automatically  adjusted  so  they  could  sell  all  the  sugar  they  make. 

Mr.  ZwACH.  You  are  aware  that  the  beet  industry  produced  3,650,- 
000  tons  in  1972? 

Mr.  Mount.  Yes,  sir.  We  are  also  aware  that  projections  of  the 
industry — ^they  are  not  public  now,  but  the  projections  of  the  indus- 
try are,  privately  and  looking  toward  the  coming  crop,  that  it  may 
be  as  low  as  3  million  tons. 

Mr.  ZwACH.  Are  you  also  aware  that  a  number  of  farmers  in  the 
Red  River  Valley  and  in  southern  Minnesota  are  in  the  process  of 
building  at  least  three  new  beet  plants  and  that  will  be  coming  into 
production  ? 

Mr.  MorxT.  Yes,  sir,  we  are  not  only  aware  of  it,  we  applaud  the 
action.  We  think  this  is  the  way  the  industry  needs  to  move.  But 
the  3,450,000  tons  that  you  suggested,  sir,  happens  to  be  the  most 
recent  5-year  avemge  production  of  the  beet  industry.  That  is  the 
way  we  arrived  at  that  figure.  It  takes  in  the  good  crops,  it  takes 
in  the  poor  crops. 

Mr.  ZwAcii.  We  tliink  that  production  is  going  to  increase  quite 
dramatically^  when  we  get  these  into  production  and  you  were  con- 
cerned that  some  of  them  were  not  going  to  raise  beets. 

Mr.  MouxT.  Yes,  sir. 

Mr.  ZwACH.  The  average  family  farmer  in  my  district  that  is 
building  a  plant  is  putting  a  personal  investment  of  about  $50,000 — 
more  than  $50,000 — to  get  this  plant,  equity  and  machinery  and 
equipment.  The}^  are  going  to  raise  beets  and  they  are  going  to  be 
really  in  this  business  and  they  want  to  go  in.  I  would  hope  that 
we  would  have  a  quota  large  enough  that  we  would  assure  all  of 
those  investors  that  the  are  going  to  be  in  the  beet  business. 

Mr.  Mount.  Mr.  Zwach,  we  commend  you  and  applaud  you.  We 
also  know  and  heard,  I  believe  from  Mr.  Butz  on  Tuesday,  that 
there  would  be  some  loss  in  acreage,  probably  in  California,  a  rather 
sizable  diversion.  You  in  the  Red  River  Valley  will  be  able  to  make 
up  for  part  of  that.  That  is  one  beauty  of  the  way  the  beet  quota 
is  arranged,  that  it  can  be  traded  around  from  area  to  area,  where 
the  production  is,  for  the  farmers  who  elect  to  grow  beets.  Under 
the  duration  of  the  act,  we  would  put  no  ceiling  whatever  on  the 
production  of  the  beet  industry.  We  would  say  start  out  with  real- 
istic quotas  so  we  do  not  have  to  have  deficit  reallocation  at  times 
when  the  United  States  may  not  be  able  to  get  the  sugar  someplace 
else. 

Mr.  Zavach.  So  you  are  encouraging  beets  as  much  as  possible? 

Mr.  Mount.  Yes,  sir. 

Mr.  ZwAcii.  There  is  no  effort  here  to  try  to  limit. 
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Mr.  Mount.  All  domestic  production,  yes,  sir. 

Mr.  ZwAcii.  Now,  I  would  like  to  comment  to  the  gentleman 
from  the  candy  industry,  I  appreciate  very  much  your  statement 
that  you  felt  that  you  believe  it  is  important  to  have  a  majority  of 
sugar  requirements  produced  on  U.S.  soil  as  the  best  assurance  of 
the  availability  of  a  steady  supply.  It  seems  to  me  that  this  is  a 
basic  tiling  and  I  appreciate  the  position  of  your  industry  in  this 
regard. 

That  is  all,  Mr.  Chairman. 

The  Chairman.  Thank  you.  Our  next  attendant  who  was  here  is 
Mr.  Bergland. 

Mr.  Bergland.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Mount,  how  much  of  the  price  of  a  six-pack  of  sugar-sweet- 
ened soft  drinks  can  be  attributed  to  sugar? 

Mr.  Mount.  Sir,  I  do  not  know  the  figure.  It  is  a  fairly  sizable 
one.  I  can  tell  you  there  is  some  relationship,  not  just  with  us  but 

1  believe  with  the  industry.  $1  cwt  increase  in  sugar  cost — and  this 
will  vary  by  the  type  of  soft  drink,  sir — could  mean  as  much  as 

2  to  4  cents  a  case. 

Mr.  Bergland.  A  case? 

Mr.  Mount.  A  case  of  24,  yes. 

Mr.  Bergland.  A  24-bottle  case. 

Mr.  Mount.  This  again  is  different.  You  have  to  say  what  size 
you  are  talking  about.  If  you  are  talking  about  a  case  of  the  mini- 
giant  or  the  48  ounce  size  or  something  like  that,  you  have  a  differ- 
ent animal. 

Mr.  Bergland.  You  have  further  suggested  that  the  rather  nar- 
row price  corridor  has  led  to  predictability  in  pricing  and  that  this 
has  given  something  of  an  advantage  to  the  foreign  sellers,  and  I 
presume  you  would  say  domestic  operators. 

Mr.  Mount.  Yes,  sir. 

Mr.  Bergland.  And  that  this  is  for  some  reason  not  desirable. 
Why  so? 

Mr.  Mount.  Two  reasons  primarily,  Mr.  Bergland.  One  is  with 
a  great  element  of  predictability,  there  has  been  very  little  trading 
on  the  sugar  exchange.  Therefore,  both  producers  and  users  or  buy- 
ers have  had  little  opportunity  to  use  the  Futures  method  of  fixing 
forward  prices.  It  is  not  so  important  in  some  of  our  members 
industry  as  it  is  in  others. 

The  candy  people,  for  instance,  with  seasonality  in  their  busi- 
ness and  large  blocks  of  business  that — I  understand  they  produce 
the  Halloween  candies  in  June  or  July — they  need  to  be  able  to  fix 
a  price  against  which  to  quote  a  price  for  future  deliveiy.  They  have 
not  been  able  to  do  so. 

Predictability  has  come  out  of  two  things  as  we  see  it,  sir.  One, 
we  have  had  a  continuing  escalation  and  inflationary  spiral  in  the 
last  year  which,  as  you  know,  the  wholesale  price  index  for  the 
year  1973  was  in  excess  of  15  percent  on  the  yearly  whole  over 
1972,  and  had  its  relationship  of  parity  in  there.  So  people  who  are 
concerned  with  the  market  could  almost  tell  you  what  the  price 
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is  going  to  be  2  or  3  months  from  now  and  they  had  no  reason  to 
hedge  their  sales,  so  to  speak. 

The  operators,  for  your  information,  are  those  people  who — prob- 
ably operate  is  not  the  best  terminology — ^j^ou  might  say  they  are 
raw  sugar  merchants  in  the  United  States  who  sell  raw  sugar  they 
acquire  from  foreign  governments  and  foreign  sources.  Pi-edictabil- 
ity  is  something  that  is  very  difficult  to  fix  a  forward  price  on,  par- 
ticularly in  a  time  of  escalating  prices  that  we  have  had  to  estab- 
lish a  price  for  your  product,  a  manufacturers  product,  to  sell  in 
the  marketplace.  It  is  my  understanding  that  the  millers,  for  in- 
stance, can  fix  the  price  of  wheat  and  sell  flour  against  it  at  a  fixed 
price  for  months  ahead  if  a  buyer  wants  to  do  that.  That  is  not 
possible  in  the  sugar  industry. 

Mr.  Bergl/Vnd.  Mr.  Mayer,  I  am  very  sympathetic  with  the  case 
you  have  advanced  and  there  are  some  questions  I  would  like  to 
direct  to  you  concerning  the  sugar  workers. 

You  have  cited  the  hourly  wage  rate  that  is  paid  under  these  nego- 
tiated agreements.  How  many  hours  per  year  do  these  folks  put  in? 
What  sort  of  annual  wage  does  this  produce  for  them. 

Mr.  Mater.  Mr.  Bergland,  thank  j^ou. 

Mr.  Bergland,  except  in  Hawaii,  these  are  not  negotiated  rates, 
these  are  rates  set  b}^  the  Department  of  Agriculture.  In  Hawaii, 
they  are  negotiated  between  a  union  and,  I  believe,  an  association  of 
growers.  Mr.  Matsunaga,  I  am  sure,  is  more  familiar  with  that  than 
I  am.  The  sugar  workers  are  employed  only  a  part  of  the  year,  a 
very  small  part  of  the  year.  In  Louisiana,  the  harvest  season  lasts 
for  10  weeks.  During  those  10  weeks,  many  of  the  employees  work 
12  hours  a  day,  7  days  a  week.  After  the  10  weeks  of  harvest,  there 
is  some  work  for  cultivation,  but  there  is  not  work  for  everyone  and 
the  amount  of  Avork  for  cultivation  is  limited.  Therefore,  despite 
the  long  hours,  these  workers  earn  less  than  $3,000  a  year  in  Louisi- 
ana. 

In  sugar  beets,  the  Avork  is  done  by  migrants  who  follow  the  crop. 
They  work  .only  a  percentage  of  the  year  when  the  harvest  season 
is  on.  A  comparatively  small  number  are  used  for  cultivation.  There 
will  be  witnesses  tomorrow  who  work  with  the  migrants  and  also 
witnesses  who  work  with  the  sugarcane  workers  in  Louisiana.  They 
can  give  you  more  definitive  answers  than  that. 

llr.  Bergland.  Thank  you,  gentlemen. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Bergland. 

Mr.  Goodling? 

Mr.  Goodling.  Thank  you,  Mr.  Chairman.  I  would  like  to  address 
my  questions  to  Mr.  Mount.  My  question  is  directly  associated  with 
the  sugar  industry. 

You  indicate  that  you  represent  the  American  Bakers  Associa- 
tion. i)o  you  subscribe  to  the  statement  of  the  president  of  that 
association  that  he  made  recently  that  scared  the  daylights  out  of 
all  the  housewives  in  America  when  he  said  bread  could  go  to  $1 
per  loaf? 
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Mr.  Mount.  Mr.  Goodling,  may  I  say  that  the  only  way  I  rep- 
resent the  American  Bakers  Association  is  they  happen  to  be  a 
member  of  the  Sugar  Users  Group.  As  such,  I  may  represent  them 
in  speaking  on  sugar  matters  only.  I  have  no  relationship  with  them 
in  any  other  way  and  therefore,  I  am  not  really  in  a  position  to 
make  any  comment  on  that. 

Mr.  Goodling.  I  think  some  sugar  goes  into  the  bakery  industry. 
I  know  it  does.  But  I  think  I  would  like  the  record  to  show  that  if 
bread  does  go  to  $1  a  loaf,  it  will  not  be  the  farmer  who  is  respon- 
sible for  that,  it  will  be  the  bakers  of  America  who  will  be  respon- 
sible. 

I  get  tired  of  having  the  farmers  beaten  over  the  head  all  the 
time.  I  have  beeii  one  for  more  than  50  years.  At  the  present  price 
of  wheat,  and  I  think  it  is  at  an  all  time  high,  the  amount  of  wheat 
that  goes  into  a  pound  and  a  half  loaf  of  bread  is  valued  at  about 
7  or  8  cents.  I  do  not  believe  anybody  in  this  room  or  anybody  else 
can  conceive  of  wheat  going  to  $30  or  $35  a  bushel,  which  it  will 
have  to  go  to  in  order  for  a  loaf  of  bread  to  cost  $1.  I  wanted  the 
record  to  show  that,  even  though  you  say  you  do  not  represent  this 
organization. 

Tlie  Chairman.  The  record  will  show  it  and  I  assume  the  mem- 
bers of  the  committee  will  take  judicial  notice  of  that  fact,  but  I 
doubt  that  the  public  will  understand  it.  Their  statement,  of  course, 
was  one  of  the  most  bullish  statements  which  has  been  made,  proba- 
bly, as  a  result  of  keeping  the  price  of  wheat  at  about  $1  a  bushel 
higher  than  it  otherwise  would  be. 

Mr.  GooDLixG.  I  am  hoping,  Mr.  Chairman,  if  we  continue  to  say 
this  sort  of  thing,  maybe  we  can  make  the  general  public  believe  it. 

The  Chairman.  Yes,  I  hope  so,  too. 

Mr.  Goodling.  In  your  statement,  you  intimate  that  under  cer- 
tain circumstances,  the  Federal  Government  should  subsidize  the 
growers  of  sugarcane  and  sugar  beets.  How  do  you  justify  that 
statement  ? 

Mr.  Mount.  It  is  my  understanding,  Mr.  Goodling,  that  sugar 
at  this  moment  is  the  only  commodity  where  payments  are  made  to 
the  growers  with  no  relationship  whatsoever  to  the  price  they  may 
obtain  for  their  product.  What  we  are  suggesting,  proposing,  is  that 
there  be  in  effect  a  floor  price  established  by  the  Secretary  for  the 
production  of  sugarcane  or  sugar  beets,  and  that  as  long  as  the 
market  price  returns  a  greater  sum  to  the  farmer  than  that  figure, 
then  the  question  is  whether  the  excise  tax  or  the  payments  are 
necessary,  sir. 

Mr.  Goodling.  Well,  as  I  have  said,  I  have  been  a  farmer  for 
more  than  50  years  and  I  am  traditionally  opposed  to  farm  sub- 
sidies. I  suppose  I  am  the  only  one  on  this  committee  who  agrees 
Avith  that — I  have  one  other,  Mr.  Symms,  because  in  our  particuldr 
industry,  we  are  not  subsidized  and  we  have  done  pretty  well  over 
the  years. 

You  speak  of  sugar  being  at  the  highest  price  since  1920. 

Mr.  Mount.  Yes,  sir. 
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Mr.  GooDLixG.  Who  has  benefited  from  this  increase  in  the  price 
of  sugar? 

Mr.  Mount.  At  the  present  moment,  every  seller  of  sugar  in  the 
United  States  and  in  the  so-called  world  market  is  benefiting  from 
it. 

Mr.  GooDLiNG.  Have  the  farmers  who  produce  the  raw  material 
benefited  ? 

Mr.  Mount.  Sir,  those  who  sell  on  the  so-called  average  price 
concept,  where  these  increases  are  reflected  in  the  average,  j^es,  sir, 
they  are  benefiting. 

Mr.  GooDLiNG.  Thank  you. 

The  Chairman.  Thank  you,  Mr.  Goodling. 

The  next  gentleman  who  was  here  when  we  began  is  Judge  Rarick. 

Mr.  Rartck.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Mathis  had  to  go  to  another  committee  and  he  left  me  with 
several  questions  for  Mr.  Mount. 

Mr.  Mount,  has  the  industry  of  the  United  States  kept  the  facili- 
ties in  modern  condition  to  take  care  of  present  demand  and  future 
demand-  applying  this  to  the  beet  and  the  cane  areas? 

Mr.  Mount.  I  believe  the  answer  to  that,  sir,  would  be  that  some 
have  and  some  have  not.  But  I  believe  that  possibly,  we  may  be 
entering  upon  a  critical  period  in  tlie  future  of  sugar  supply.  For 
instance,  as  I  am  sure  you  gentlemen  are  aware,  within  the  last  60 
days,  one  refinery  in  Boston  has  announced  its  intentions  of  closing 
its  doors  and  going  out  of  business.  So  far  as  w^e  can  ascertain,  that 
is  a  result  of  not  having  kept  the  refinery  up  over  the  years. 

There  a3:e  others  •  that  need  more  investment.  What  is  happening 
in  Minnesota  with  new  beet  plants  is  certainly  a  step  in  the  right 
direction.  We  have  real  concern  that  if  we  come  upon  a  short  beet 
crop,  there  will  be  difficulty  on  the  part  of  the  American  refiners 
in  filling  the  demand  on  a  seasonal  basis. 

Mr.  Rarick.  Mr.  Mount,  can  you  tell  us  how  much  of  the  total 
world  sugar  traded  on  the  world  market,  where  the  price  is  the 
highest  it  has  been  now  for  50  years? 

Mr.  Mount.  Yes,  sir.  It  is  very  hard  to  determine  exactly  what 
that  is,  but  in  the  present  year,  it  looks  like  there  will  be  a  reduc- 
tion of  roufichly  84  million^  metric  tons.  Of  that  84  million  metric 
tons,  over  70  million  will  be  traded  under  agreements  such  as  the 
U.S.  Suqrar  Act  or  use  in  the  local  coimtries  or  traded  in  the 
CONCOM  or  traded  in  the  EEC.  So  actually,  there  is  only  about  12 
to  15  percent  of  the  sugar  in  the  world  that  is  the  floating  quantity 
and  the  one  that  runs  up  and  down  like  a  yoyo  at  times  on  prices. 

Mr.  Rarick.  Thank  j^ou  very  much. 

Mr.  Mayer,  since  you  had  several  comments  having  to  do  with 
cane  sugar  production  in  Louisiana,  I  wonder,  sir,  have  you  had 
the  pleasure  of  being  in  the  State  of  Louisiana? 

Mr.  Mayer.  Yes,  sir,  I  have  had  the  pleasure  of  being  in  that 
State.  I  enjoyed  being  there  very  much. 

Mr.  Rarick.  Have  you  visited  any  of  the  sugar  growing  planta- 
tions? 
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iVIr.  Mayi-^r.  I  have  visited  them.  I  have  talked  to  some  people. 
I  am  not  an  expert  on  it,  but  I  have  been  there,  yes. 

Mr.  Rarick.  You  are  not  an  expert  on  it? 

Mr.  Mayer.  Xo,  sir;  I  have  made  no  such  claim. 

Mr.  Karick.  You  are  aware  that  many  of  the  Louisiana  sugar 
growers  are  also  furnished  with  homes? 

Mr.  May1':r.  Yes,  sir,  I  am.  Some  workers  are  furnished  with  free 
homos.  Many  of  tliese  homes  are  rather  old  and  of  poor  quality,  but 
the  homes  are  part  of  the  payment  made  and  should  be  considered 
as  sucli.  As  a  matter  of  fact,  the  legislation  which  we  have  recom- 
mended to  you  would  apply  some  standards  as  far  as  housing  is 
concerned. 

Mr.  Rarick.  Your  comment,  I  believe  in  answer  to  Mr.  Bergland's 
question.  You  were  referring  to  migrant  labor  in  Louisiana? 

Mr.  Mayer.  No,  sir;  I  referred  to  migrant  laborers  in  sugar  beet 
production.  In  Louisiana,  it  is  plantation  labor,  or  labor  that  lives 
in  the  area. 

Mr.  Rarick.  I  just  wanted  to  be  sure,  because  I  was  not  aware 
of  migrant  labor  in  Louisiana. 

Mr,  Mayer.  No,  sir;  I  am  glad  to  have  had  the  opportunity  to 
clear  that  up. 

Mr.  Rarick.  Thank  you  very  much. 

The  Ciiairmax.  Thank  you,  Mr.  Rarick. 

The  next  one  is  Mr.  Sisk. 

Mr.  Sisk.  Thank  you,  Mr.  Chairman. 

Mr.  Mayer,  since  my  friend  from  Louisiana  has  already  ques- 
tioned you,  I  will  stay  with  you  momentarily.  Let  me  say  as  one  who 
has  spent  a  good  bit  of  time  in  the  last  20  years  trying  to  be  of 
assistance  to  farm  labor,  because  coming  from  the  central  valley. of 
California,  it  is  a  present  problem,  as  you,  sir,  know.  What  is  your 
position  and  the  position  of  the  meat  cutters  in  connection  with 
bringing  farm  labor  under  the  National  Labor  Relations  Act? 

Mr.  Mayer.  Mr.  Sisk,  we  have  supported  for  a  long  time  legisla- 
tion bringing  farm  Avorkers  under  the  act.  The  question  does  not 
seem  to  be  Avhether  to  do  that,  but  it  is  under  what  condition  to 
bring  tliem  luider  the  act. 

Mr.  Sisk.  Well,  we  know  what  the  act  is,  the  National  Labor 
Relations  Act.  Many  of  us  have  been  seeking  for  quite  a  long  time, 
and  there  is  legislation  pending,  your  support  to  eliminate  the  agri- 
cultural exemption  in  the  National  Labor  Relations  Act  which  has 
been  in  there  since  the  thirties.  We  are  seeking  to  bring  these  people 
in  and  give  them  a  legal  opportunity  to  try  to  improve  their  lot. 

Now,  there  are  many  other  things.  I  have  supported  and  introduced 
legislation  to  provide  for  unemployment  compensation  and  other 
things  in  connection  with  it.  But  I  am  a  little  bit  concerned  as  to 
the  position  of  labor  in  not  getting  in  and  supporting  what  I  had 
understood  to  be  their  traditional  position  over  the  years.  I  was 
just  interested  in  your  organization's  attitude. 

Mr.  Mayer.  Mr.  Sisk,  as  you  know,  there  are  some  subsidiary 
questions  involved.  For  example,  are  strikes  to  be  permitted  as 
they  are  in  other  industries?  Who  will  handle  the  cases?  Will  it  be 
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the  NLEB  or  some  special  agriculture  board?  So  the  question  be- 
comes more  complex  than  a  simple  insertion  into  the  act. 

Mr.  SiSK.  Bringing  agricultural  labor  under  the  act  by  removing 
the  exemption  does  not  necessarily  concern  whether  they  are  union 
labor  or  not,  but  it  would  give  them  all  the  other  rights  all  other 
labor  enjoys  and  certainly  other  labor  does  have  the  right  to  nego- 
tiate and  strike  as  part  of  the  conditions,  as  I  understand  it. 

Mr.  Mater.  Yes,  I  realize  that. 

Mr.  SiSK.  Let  me  say  I  hope  you  folks  will  explore  your  position 
and  hopefully,  many  of  you  who  have  made  that  recommendation 
will  give  us  your  support. 

Mr.  Mater.  Mr.  Sisk,  I  want  to  compliment  you  on  the  work  you 
have  done.  Your  concern  with  unemployment  compensation  and 
your  concern  Avith  the  problems  of  agricultural  labor  has  not  gone 
unnoticed. 

Mr.  SiSK.  I  certainly  appreciate  the  gentleman's  comment.  I  agree 
we  do  need  an  improved  lot  for  agricultural  workers  in  this  coun- 
try. As  I  say,  naturally,  we  are  seeking  support  for  our  position  on 
those  questions. 

Mr.  Mack,  you  raised  a  question  regarding  the  possibility  of  some 
language  which  would  require  delivery  by  qu6tas  as  against  an 
annual  delivery  in  connection  with  offshore  sugar.  To  what  extent 
has  this  been  a  problem?  To  what  extent,  even  right  now  under 
the  present  price  situation,  is  this  causing  a  problem  for  United 
States  users? 

Mr.  Mack.  First,  you  made  reference  to  offshore.  We  are  talking 
about  foreign  country  quotas. 

Mr.  SisK.  Well,  I  am  talking  about  foreign  country.  I  am  not 
talking  about  Hawaii.  I  am  talking  about  foreign  countries,  that  is 
what  I  meant  by  offshore. 

Mr.  Mack.  We  feel  if  the  act  provided  for  quarterly  quotas  as 
it  once  did,  there  would  not  be  this  attractive  situation  for  coun- 
tries having  quotas  in  the  U.S.  market — at  this  time — to  deliver 
as  much  sugar  as  they  can,  for  example,  to  Canada  and  Japan  and 
contemplate  that,  they  will  at  least  get  to  the  United  States  by 
Christmas  and  if  they  do,  they  will  be  in  full  compliance  with  the 
Sugar  Act.  If  there  is  an  orderly  marketing  provision  so  that  if 
they  have  a  quota  in  the  U.S.  market,  the  Secretary  can  designate 
what  quarters  it  is  to  be  entered.  Naturally,  if  it  is  a  Northern 
Hemisphere  country,  most  of  the  sugar  would  be  allocated  to  the 
first  or  second  quarter  and  if  a  Southern  Hemisphere  country,  most 
of  it  in  the  third  and  fourth,  with  the  Secretary,  of  course,  having 
considerable  flexibility  to  make  adjustments. 

Mr.  SiSK.  I  am  somewhat  sympathetic  to  the  point  you  raised  and 
I  was  simply  trying  to  find  out  to  what  extent  it  had  been  a  prob- 
lem. 

Mr.  Mack.  We  think  the  Sugar  Act  has  a  lot  more  good  in  it 
than  it  has  bad.  We  think  it  is  a  good  act.  But  right  now,  even  though 
the  world  price  is  5  or  6  cents  above  the  U.S.  price,  the  U.S.  price 
is  still  above  the  objective  of  the  Sugar  Act  and  we  do  pay  this 
higher  price  most  of  the  time  and  Ave  think  supply  is  more  i^nportant 
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than  price.  We  think  that  the  Sugar  Act  ought  to  work  both  ways 
and  be  fully  effective  in  isolating  the  U.S.  market  at  times  when  the 
world  market  price  is  higher;  just  as  it  is  absolutely  effective  in 
isolating  our  market  when  the  U.S.  price  is  higher. 

Mr.  SiSK.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Sisk. 

Mr.  de  la  Garza  has  gone.  He  was  here.  He  made  it  known  to 
the  chairman  that  he  was  here  at  the  beginning  of  the  session. 

I  wanted  to  ask  one  or  two  questions  of  Mr.  Mount,  I  believe. 

You  raised  several  questions  that  I  thought  were*  right  good.  You 
suggested  that  we  should  combine  the  quotas  for  all  of  the  American 
cane  growing  areas.  Just  what  objection  is  there  to  that?  It  seems 
on  its  face  to  be  a  good  thing. 

Mr.  Mount.  Sir,  many  of  us  have  never  understood  why  the 
domestic  cane  areas  were  not  treated  as  the  domestic  beet  areas  and 
have  one  quota,  Avith  j)ioduction  able  to  flow  where  it  may  come 
from. 

The  Chairman.  I  understand  that  Florida  came  in  later  than 
Louisiana  and  Texas  came  in  later  than  Florida,  and  of  course, 
obviously,  those  who  were  first  here  felt  that  they  were  going  to 
lose  something.  But  now  that  these  other  areas  have  done  all  that 
the}^  are  going  to  do.  I  do  iiot  see  how  anybody  is  going  to  lose 
anything  by  it. 

Mr.  Mount.  We  certainly  do  not,  sir. 

The  Chairman.  You  suggested  that  the  American  industry  should 
have  first  call  at  all  times  on  all  sugar  produced  in  the  United 
States.  By  that,  I  take  it  that  you  mean  that  you  feel  that  the  sug- 
gestion that  Hawaii  should  be  allowed  to  export  sugar  to  Japan 
or  elsewhere  and  a  comparable  amount  be  brought  in,  say  from  the 
Dominican  Kepublic  or  anywhere  else,  would  be  a  bad  thing.  Just 
how  would  it  affect  American  industry,  one  way  or  the  other  ? 

Mr.  Mount.  Sir,  we  are  not  sure  that  it  would  be  a  bad  thing. 
We  are  saying  that  if  any  such  provision  should  be  in,  there  must 
be  adequate  safeguards.  For  instance,  we  do  not  think  that  any 
sugar  grown  in  the  United  States  should  have  the  right  to  leave  the 
U.S.  market  without  the  replacement  already  being  in  plajce.  In 
other  words,  let's  not  ship  something  out  that  you  do  not  know 
whether  you  are  going  to  be  able  to  replace. 

The  Chairman.  I  think  we  can  all  agree  on  that,  certainly,  but    } 
I  just  did  not  see  how  it  would  make  any  difference,  except  that  it    j 
might  get  it  at  a  more  convenient  point.  The  west  coa;st  probably    ! 
is  getting  all  the  sugar  that  they  can  use  whereas  the  deficit  is  mote 
likely  to  arise  on  the  east  coast,  just  as  it  is  in  oil. 

Mr.  Mount.  You  are  right,  sir,  but  at  a  time  Such  as  this,  tsrhen 
Avorld  sugar  is  hard  to  come  by,  it  would  be  a  little  difficult  to  turn 
loose  of  something  you  already  have  for  something- 

The  Chairman.  I  did  not  understand  that  there  had  been  anj 
suggestions  that  they  turn  it  loose  until  they  had  a  replacement. 

Mr.  Mount.  We  do  not,  either,  but  we  were  fearful  that  it  might 
c6me  about. 
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The  Chairmax.  Now,  you  proposed  that  part  of  the  quota  be 
filled  on  a  first-come-first-served  basis  with  any  foreign  country  with 
whom  we  have  diplomatic  relations  and  proposed  an  incentive  for 
countries  to  make  such  shipments. 

Now,  w^hat  kind  of  incentive  do  you  have  in  mind  for  a  country 
that  does  not  have  an  import  quota?  Just  what  sort  of  incentive  do 
3'oii  propose? 

Mr.  Mount.  Sir,  we  would  think  that  it  would  be  a  very  good  way 
for  a  country  to  earn  the  right  to  have  a  quota  or  to  increase  the 
quotas  that  they  might  have.  Say  that  a  country  should  import  100,- 
000  tons  on  the  first-come-first-served  basis,  make  it  available  to  the 
U.S.  market.  Then  the  subsequent  year,  at  the  committee's  discre- 
tion, they  could  have  20  or  25  or  30  percent  of  their  actual  perform- 
ance become  a  right  of  quota. 

The  Chairman.  Now,  the  only  way  to  do  that,  as  I  understand  it, 
is  to  write  into  this  bill  the  details  of  how  it  will  be  done. 

Mr.  Mount.  Yes,  sir. 

The  Chairman.  I  do  not  think  we  can  do  it  otherwise. 

Mr.  Mount.  That  is  right,  sir. 

The  Chairman.  Eight  now,  the  Department  has  asked  countries 
that  have  quotas — of  course,  under  the  present  law  they  can  make 
such — if  they  would  speed  up  their  shipment.  I  understand  Brazil 
is  doing  that  right  now. 

Mr.  Mount.  That  and  some  others,  sir. 

The  Chairman.  What  others?  I  am  interested  in  knowing  just 
who? 

Mr.  Mount.  I  do  not  know  the  exact  details,  but  just  that  therie 
are  reports  in  the  trade  that  there  have  been  some  others  who  have 
come  forward.  The  Department  of  Agriculture  is  going  to  have  to 
answer  that. 

The  Chairman.  You  know,  it  is  a  strange  thing,  but  we  have 
great  difficulty  in  finding  the  facts  on  these  things.  It  is  important 
to  us  that  we  find  these  facts,  that  we  know  just  what  these  coun- 
tries are  doing,  just  who  has  been  helping  the  United  States  and 
who  has  not,  because  we  cannot  assess  rewards  and  punishments  f  ron; 
time  to  time.  But  within  the  next  few  weeks,  this  committee  is 
going  to  be  drawing  a  bill  and  I  want  to  say  publicly,  and,  I  want 
everybody  to  understand  that  as  far  as  the  chairman  is  concerned, 
we  are  going  to  reward  our  friends  and  we  are  going  to  punish  our 
enemies,  or  punish  those,  let  me  say — maybe  punish  is  the  wrong 
word,  but  to  deny  privileges  to  those  who  fail  to  help  us. 

Mr.  Mount.  Mr.  Chairnxan,.in  that  regard,  may  I  suggest,  then, 
that  the  Department  furnish  to  you  those  who  helped  us  out  be- 
ginning last  fall. 

The  Chairman.  We  have  requested  that  information. 

Mr.  Mount.  There  were  several  countries  involved  in  that. 

The  Chairman.  We  have  made  a  request  of  the  Department,  but 
we  find  that  sometimes  there  are  variances  between  the  Department's 
report  and  the  trade's  reports  and  we  are  interested  in  yoUrs  as 
well  as  theirs.  . 
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Mr.  Mount.  Sir,  let  me  say  we  will  try  to  find  out  what  we  can 
and  furnish  it  to  the  committee. 
The  Chairman.  Thank  you.  We  will  be  glad  to  have  that.  ' 
(Mr.  Mount  subsequently  submitted  the  following  information:) 

DELIVERIES  OF  SUGAR  UNDER  FIRST-COME,  FIRST-SERVED  QUOTA 

Short  tons 


1973  1974 


Australia i 64,841 

Belize 10, 137                    4, 583 

Brazil -. 40,442                 173,973 

CpstaRica 19,443                  16.640 

Dominican  Republic 26,272                 35,000 

El  Salvador 6, 774 

Ecuador - 2,569 

Malagasy  Republic ^453 

Malawi »579 

Mauritius 14,426                  12,813 

Mexico - 4,562 

Nicaragua »663 

Paraguay M04 

Philippines 14,338 

South  Africa 16,826 

Swaziland U,360 

Thailand M96 

West  Indies » 626                  99, 786 


Total 225,181  342,795 

t  These  quantities  represent  sugar  already  entered  as  "over  quota"   and  subsequently  switched  to  first-come, 
f  i   rst-served.  As  such,  these  quantities  were  not  an  actual  increase  in  the  total  quantity  or  sugar  available. 

The  Chairman.  Now,  you  have  suggested  widening  the  corridor  and 
I  am  inclined  to  think  that  certainly  that  is  worthy  of  consideration.  I 
do  not  want  to  pass  on  whether  we  should  or  should  not  do  it,  but  it 
is  certainly  worthy  of  consideration.  Obviously,  as  the  market  gets 
further  away  from  our  objectives,  we  probably  are  forced  to  widen 
that  corridor.  I  note  where  your  suggestions  seem  to  me  to  be  some- 
what in  order.  You  have  suggested  that  if  the  variation  is  not  very 
great,  the  Department  will  have  the  right  to  take  steps  or  not  to  take 
steps,  but  if  it  became  a  long  way  out  of  line,  the  Department  would 
have  to  take  steps  necessary  to  widen  the  corridor. 

I  believe  I  should  not  take  all  this  time  with  Mr.  Mount.  Mr. 
Mack  raised  some  questions  that  I  think  we  needed  to  discuss  here. 

You,  too,  suggested  quarterly  quotas,  Mr.  Mack.  If  you  were  here 
before,  I  asked  a  previous  witness  about  quarterly  quotas  and  got 
no  suggestions  at  all.  We  had  quarterly  quotas  at  one  time  and  it 
seemed  to  me  that  they  probably  worked  very  well.  I  gather  it  is 
your  impression  that  a  restoration  of  those  quarterly  quotas  is  a 
good  idea.  You  went  a  little  further  than  we  have  gone  in  the  past ; 
that  is,  you  suggested  that  we  assign  different  quotas  to  different 
nations  depending  upon  their  location.  Would  you  feel  that  there 
was  merit  to  saymg  that  there  are  those  very  small  suppliers  that 
either  you  or  Mr.  Mount  mentioned — and  I  agree  with  the  phi- 
losophy. The  present  sugar  law  that  was  passed  2  or  3  years  ago 
does  provide  for  that.  We  do  not  spell  it  out,  but  the  actual  alloca- 
tions to  those  small  countries  were  raised  to  try  to  take  care  of  ship- 
loads, as  you  know,  so  we  do  not  have  any  of  these  2,000  ton  quotas 
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any  more,  as  we  did  have.  We  did  follow  the  basic  idea  that  you 
suggested  and  I  would  feel  that  it  certainly  is  in  order  to  follow  it 
again  at  this  time.  But  would  you  feel  that  we  might  take  some  of 
these  very  smallest  suppliers  and  not  require  of  them  any  quarterly 
delivei-y,  but  put  that  requirement  only  upon  those  who  were  sup- 
plying, say,  50,000  or  100,000  tons? 

Obviously,  if  a  nation  has  a  large  quota  of  that  kind,  it  would 
have  the  means  that  some  of  the  smaller  countries  would  not  have 
of  making  deliveries  more  in  keeping  with  our  needs  and  it  seemed 
to  me  we  are  also  getting  the  flexibility  necessary  to  do  it. 

Mr.  Mack.  The  Secretary  would  need  considerable  flexibility  in 
our  opinion,  Mr.  Chairman.  But  you  made  reference  to  a  country, 
for  example,  that  would  have  a  shipload  of  5,000  tons.  The  Secre- 
tary could  designate  that  country  X,  for  example,  that  was  a  South- 
ern Hemisphere  country,  that  had  a  5,000  ton  quota — ^that  it  all 
should  be  shipped  into  the  United  States  in  the  third  quarter,  the 
whole  shipload  in  one  quarter.  If  there  should  be  any  reason  why 
such  country  wanted  to  make  a  change  it  could  be  explained  and 
under  normal  marketing  conditions,  when  U.S.  price  is  above  the 
world  market  price,  the  Secretary  would  probably  grant  it.  But  in 
conditions  like  this  year,  he  could  say  "no,  you  send  it  in  now." 
Then  if  such  country  did  not  send  it  in,  the  Secretary  could  put  out 
an  announcement  inviting  other  countries  to  offer  it  and  those  who 
did  come  forward,  should  be  included  in  the  quotas  in  the  future. 
This  is  the  reward  type  provision  to  which  you  just  referred. 

The  Chairman.  You  are  suggesting  that  anybody,  even  though 
they  did  not  have  a  quota — ^this  is  Mr.  Mount's  suggestion,  as  I 
recall  it  and  you  are  suggesting  the  same  thing — ^they  had  no  quota, 
they  could  come  in  and  when  they  shipped  in,  they  would  auto- 
matically receive  a  quota  next  year. 

Mr.  Mack.  I  do  not  know  that  you  could  say  automatically.  You 
could  say  that  they  would  be  at  the  top  of  the  list. 

The  Chairman.  For  deficits,  but 

Mr.  Mack.  They  would  be  at  the  top  of  the  list  for  deficit  alloca- 
tions and  in  the  future  for  new  allocation 

The  Chairman.  There  would  be  no  new  allocation  until  we  write 
another  sugar  bill. 

Mr.  Mack.  In  connection  with  the  formula,  there  could  be 

The  Chairman.  There  could  be  allocations  or  deficits. 
Mr.  Mack.  That  is  right,  but  they  could  get  that  and  then  the 
next  time  around,  they  could  get  in  the  bill,  it  would  be  attractive. 
For  example,  right  now,  we  need  more  sugar  in  this  market  so 
that  the  price  of  sugar  will  be  in  accordance  with  the  objective  of 
the  act.  If  there  was  more  attractiveness  not  only  on  the  quarterly 
basis,  but  to  reward  countries  in  the  future  for  sending  it  in  now,  we 
might  get  more  sugar. 

The  Chairman.  That  is  exactly  what  this  committee  wants  to  do 
in  awarding  quotas,  when  we  get  to  that  point.  It  raises  one  last 
point  and  I  ill  not  belabor  this  thing. 

I  think  Mr.  Mount  feels  entirely  different  from  what  I  do,  but  it 
seems  to  me  you  have  to  reward  these  countries,  some  assurance  that 
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they  will  have  a  chance  to  moke  their  money  back  if  thoy  are  going 
to  take  a  loss  deliyering  sugar  to  the  U.S.  in  1974  and  possibly  '75j 
and  then  in  '76.  Because  if  they  are  going  to  come  up  without  any 
assurance  of  anything,  there  are  not  many  of  them  that  will  take  it. 
But  if  they  have  the  chance  of  a  5-year  period  in  which  to  recoup 
their  losses,  I  think  they  will  be  much  more  likely  to  give  us  the 
sugar  that  we  need.  That  is  the  basis  on  which  I  have  felt  that  we 
needed  a  much  larger  period  of  time  than  the  two  yeai's  that  you 
suggest. 

Mr,  ]VL\CK.  We  agree  fully  with  what  you  have  said,  sir,  and  we 
feel  that  there  should  be  an  incentive  to  produce.  A  short  term  ex- 
tension will  not  provide  it. 

The  CnATRMz\N.  Mr.  Mount,  what  do  you  say  on  that? 

Mr.  MoiTXT.  Sir,  two  things.  If  I  may  just  supplement  what  Mr, 
Mack  has  said  on  quarterly  quotas j  we  think  quarterly  quotas  may 
be  helpful.  We  particularly  like  the  idea,  we  espouse  the  idea  of  the 
pool  which  the  Secretary  could  draw  upon  when  he  needs  it  to 
balance  out  supplies  for  the  market.  That  would  be  the  pool  where 
the  suppliers  liave  the  mcentive. 

You  will  notice  in  our  statement,  sir,  when  we  recommend  2  years, 
we  also  said  we  would  be  willing  to  accept  3  years.  We  think  that 
the  duration  of  the  present  extension  of  3  years  has  shown  all  of 
us  circumstances  winch  can  occur  that  none  of  us  realized  could 
come  about.  We  think  it  would  be  unwise  for  the  U.S.  sugar  pro- 
gram to  be  put  in  a  position  for  so  long  a  time  that  situations  which 
may  occur  again  can't  be  reviewed  really  thoroughly  in  that  term. 
We  do  not  believe  3  years  is  too  short  a  time  for  people  to  make 
commitments  in  this  type  of  woi'ld  sugar  market. 

The  Chairman.  ]My  time  has  expired  here.  We  have  now  a  num- 
ber of  members  who  were  not  here  at  the  beginning  of  the  discus- 
sion but  who  probably  want  to  add  something  to  the  discussion  now, 

Mr.  Mayne? 

Mr.  May^^e.  Thank  you,  Mr.  Chairman. 

Mr.  Mayer,  when  you  were  being  questioned  by  Judge  Karick, 
there  was  some  discussion  of  the  quarters  or  homes^  being  furnished 
the  workers  in  Louisiana.  How  is  that  handled  in  this  $1,00  to  $2.10 
range  that  you  mentioned  in  your  testimony  ?  Is  Some  part  of  that 
housing  cost  allocated  to  that  amount,  or  is  it  in  addition  to  that? 

Mr,  Matee.  Mr,  Mayne,  my  understanding  is  that  the  $1,90  is 
inside  from  that.  The  housing  is  furnished  by  some  plantations,  it  is 
not  furnished  by  othei'S.  It  is  furnished  free  of  charge  by  some 
plantations;  it  is  charged  for  by  others.  There  is  no  steady  pattern. 
It  varies  from  employer  to  employer.  Some  employers  find  that  it 
is  useful  to  furnish  this  housing.  However,  there  is  one  general 
pattern:  all  of  the  housing  is  substandard. 

Mr.  Matxe.  At  any  rate,  the  housing  that  is  furnished  is  in  addi- 
tion to  the  figures  that  you  testified  to? 

Mr.  Mater.  When  it  is  furnished,  and  when  it  is  furnished  free 
of  charge,  it  is  furnished  in  addition. 

Mv.  Matxe.  You  mentioned  the  migrant  worker's  role  in  the 
sugar  industr3%  and  I  believe  it  was  established  that  there  are  mi- 
grant workers  in  the  State  of  Louisiana. 
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Mr.  Mayer.  No,  sir,  they  are  in  the  sugar  beet  industry. 

Mr.  Matne.  They  are  essentially  in  sugar  beets  and  not  in  cane? 

Mr.  Mayer.  They  are  not  in  cane.  They  are  in  sugar  beets,  except 
in  Florida.  In  Florida,  you  have  virtually  no  American  citizens  har- 
vesting cane.  In  Florida,  there  is  a  program  to  import  Caribbean 
workers — Jamaicans  and  Bahamans.  The  wages  for  work  in  the 
swamps — ^and  Florida  sugar  cane,  a  lot  of  it  is  in  the  swamps — is  not 
sufficient  to  attract  American  workers.  It  is  sufficient  to  attract  these 
Caribbean  workers. 

Therefore,  the  wages  have  not  been  raised  to  attract  U.S.  workers 
for  this  labor.  Instead,  the  growers'  association  is  allowed  to  con- 
tract with  the  governments  of  certain  Caribbean  states  and  to  import 
those  workers.  They  work  while  the  harvest  season  is  on,  and  they 
leave  after  that.  So  they  probably  are,  by  definition,  migrants,  but 
they  are  foreign  workers  who  work  imder  contract. 

These  workers,  I  might  say,  can't  choose  where  they  work.  They 
have  only  one  choice:  They  either  work  for  the  association  which 
has  contracted  with  their  government  for  them,  or  they  can  go  back 
home,  one  or  the  other.  They  are  in  a  semi-servitude  situation. 

Mr.  Mayne.  I  was  going  to  get  to  the  matter  of  alien  workers  a 
little  later,  but  first,  I  would  like  to  establish  if  we  can  approximate 
how  much  of  the  work  force  in  the  sugar  beet  industry  would  you 
say  is  migrant  labor? 

Mr.  Mayer.  I  do  not  know  the  percentages.  I  believe  the  majority 
of  the  workers  in  the  sugar  beet  industry  are  migrant  labor,  people 
who  follow  the  crop. 

Mr.  Mayne.  Now,  what  proportion  of  those  migrants  who  work 
in  the  sugar  beet  industry  would  you  say  are  aliens? 

Mr.  Mayer.  I  do  not  think  anybody  knows  that,  Mr.  Mayne.  There 
is  currently  no  legislation  to  require  an  employer  to  discover  whether 
any  worker  he  hires  is  an  alien  or  whether  they  are  illegal  aliens. 
The  House  has  passed  a  bill  sponsored  by  Congressman  Eodino  which 
forbids  an  employer  and  provides  penalties  against  an  employer  for 
employing  illegal  aliens.  At  the  moment,  there  are  only  estimates  by 
the  Immigration  and  Naturalization  Service,  and  it  throws  up  its 
hands  and  says  it  does  not  know.  And  I  am  sure  the  INS  has  never 
made  an  estimate  for  su^ar  beets  alone. 

Mr.  Mayne.  I  am  familiar  with  the  limitations  of  the  Immigration 
and  Naturalization  Service  on  that  point,  but  I  thought  maybe  we 
could  get  a  little  more  hard  information  from  the  union  organiza- 
tions of  the  country  and  that  you  might  have  some  information  that 
INS  does  not.  - 

Mr.  Mayer.  I  think  you  for  that  compliment.  I  wish  I  could  supply 
it,  but  unfortunately,  we  do  not  have  any  more  information  than  the 
Immigration  and  Naturalization  Service.  What  we  do  have  is  anec- 
dotal information,  but  not  in  terms  of  hard  figures,  and  I  doubt 
really  whether  anyone  does  have  any  hard  figures  oii  the  number 
of  illegal  aliens  in  this  country  alone,  let  alone  in  any  industry  such 
as  sugar. 

Mr.  Mayne.  To  what  extent  are  the  best  sugar  workers  unionized? 

Mr.  Mayer.  To  virtually  no  extent. 

Mr.  Mayne.  Well,  that  would  sort  of  explain  why  it  would  be 
difficult  for  you  to  have  these  figures. 
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Mr.  Mater.  Yes.  Some  of  the  processing  workers  are  organized 
but  even  that  is  limited. 

Let  me  make  a  point  here.  I  think  the  other  side  will  quickly  say 
that  we  are  giving  this  testimony  in  order  to  organize  the  sugar  field 
workers.  Very  frankly,  we  would  love  to  organize  them.  Very  frankly, 
also,  it  is  doubtful  whether  they  can  be  organized.  Our  union  actually 
has  gone  the  legislative  route  because  we  oelieve  that  it  is  extremely 
difficult,  if  not  impossible,  to  aid  them  through  organization  because 
of  a  whole  number  of  reasons.  In  particular,  our  union  has  in  its 
jurisdiction  parts  of  which  still  need  to  be  organized,  such  as  workers 
in  retail  stores,  in  poultry,  and  in  a  whole  number  of  industries  that 
we  already  are  in.  We  are  currently  concentrating  on  those  areas. 
Therefore,  sugar  is  an  area  that  requires  help  by  legislation  rather 
than  by  union  organization.  Perhaps  somewhere  along  the  line,  that 
may  not  be  the  case. 

We  do  have  some  members  in  sugar  refining  in  Louisiana  and  on 
the  East  Coast. 

Mr.  Matne.  Is  it  the  fact  that  they  are  largely  migrant  workers 
which  contributes  to  the  difficultjr  in  organizing? 

Mr.  Mayer.  No.  For  example,  in  Louisiana,  they  are  not  migrant 
workers,  and  it  is  probably  just  as  hard  to  organize  them  there.  Yet 
migrancy  does  provide  certain  problems.  As  a  general  rule  in  orga- 
nization, workers  who  are  at  a  sub-poverty  level  are  very,  very 
difficult  to  organize.  They  are  eager  to  organize,  but  you  have  to 
have  a  certain  fall-back  income  in  order  to  organize.  You  have  to  be 
able  to  say,  yes,  I  will  defy  the  boss  and  I  will  sign  that  card  and  if 
I  have  to  go  on  strike,  I  will.  These  people  can't  afford  to  do  that 
and  it  would  be  a  disservice  to  them  to  try  to  urge  them  to  do  it  be- 
cause they  are  in  such  extreme  poverty.  They  owe  so  much  money. 

For  example,  in  Louisiana,  many  of  these  people  owe  the  planta- 
tion money.  If  the  owner  decides  to  collect  it  immediately,  there  is 
nothing  they  can  really  do. 

There  is  a  whole  experience  and  theory  of  sub-poverty  organiza- 
tion that  if  you  have  the  time  someday,  we  can  go  through.  But  this 
is  one  of  the  areas  where  it  fits. 

Mr.  Matne.  Thank  you. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Mayne.  We  have  but  a  very  few 
moments.  How  many  more  want  to  question? 

All  right,  Mr.  Matsunaga,  and  I  am  going  to  ask  if  you  can  to 
limit  it. 

Mr.  Matsunaga.  Thank  you,  Mr.  Chairman. 

Mr.  Mount,  you  suggest,  I  take  it,  the  exclusion  of  artificial  sweet- 
eners from  the  Act  itself.  Has  any  artificial  sweetener  ever  been  in- 
cluded witJiin  the  Act  previously? 

Mr.  Mount.  Sir,  I  was  not  referring  to  artificial  sweeteners.  I 
believe  I  referred  to  nutritive  sweeteners,  which  means  sweeteners 
made  from  corn  or  any  other  nutritive  sweetener  made  from  any 
product  which  may  come  in  the  future.  We  think  the  Act  should 
only  apply  to  sweeteners  made  from  sucrose,  from  sugar  cane  or 
sugar  beets. 

Sir.  Matsunaga.  Assuming,  of  course,  that  the  intent  of  the  Act 
is  to  lend  stability  to  the  sugar  industry,  unless  we  include  the  other 
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areas  of  sweeteners  which  could  be  used  in  lieu  of  sugar,  cane  and 
beet  alike,  how  are  we  going  to  achieve  the  purpose  of  the  Act? 

Mr.  Mount.  Sir,  we  users  have  the  feeling  that  the  term  "stability" 
has  been  overworker.  In  the  last  few  years,  we  may  say  we  had 
rapidly  escalating  rigidity  rather  than  stability.  We  would  much 
prefer  that  any  new  innovation,  and  particularly  from  a  crop  which 
this  country  is  self-sufficient  in,  that  the  American  people  and  the 
consumers  and  we  users,  through  us  to  the  consumers,  have  the  op- 
portunity to  use  other  sweeteners  for  the  benefit  of  the  consumers 
and  not  to  the  detriment  of  the  sugar  industry. 

Mr.  Matsunaga.  You  are  not  insisting — rather,  you  are  not  in  any 
way  intimating  that  the  Sugar  Act  has  not  been  beneficial  to  the 
consumer  as  well  ? 

Mr.  Mount.  Yes,  it  has  been  beneficial.  It  has  given  us  a  supply. 
As  one  of  the  gentlemen  asked  me  earlier,  how  many  times  during 
the  past  so  many  j'ears  has  the  world  sugar  price  been  above  the 
U.S.  We  feel  that  we  have  paid  a  premium  for  an  insurance  policy 
for  reasonable  prices  and  assurance  of  supply.  The  latter  is  what  the 
Act  says  is  more  important.  We  do  not  think  that  any  suggestion  we 
are  making  will  be  detrimental  to  any  j)art  of  the  domestic  or  foreign 
industry.  We  would  hate  to  see  legislation  which  would  keep  innova- 
tions from  being  used  in  this  country  where  our  whole  society  has 
been  built  on  innovation  over  the  years. 

]\Ir.  Matsunaga.  You  suggest  rigidity  as  being  more  appropriate. 
Rigidity  means,  to  me  at  least,  a  dead  business.  The  sugar  business 
certainly  is  not  dead. 

Mr.  Mount.  I  did  not  mean  in  that  sense  at  all. 

Mr.  Matsunaga.  That  leads  me  to  my  other  question  now.  You 
suggest  that  we  do  away  with  the  payment  of  the  processing  tax, 
and  I  take  it  that  this  would  also  involve  the  elimination  of  the 
counterpart,  compliance  payments.  You  also  suggest  that  we  provide 
farm  income,  a  provision  somewhat  along  the  lines  in  the  other  crop 
areas.  Now,  you  propose  to  pay  it  out  of  the  general  Treasury  of 
the  United  States,  and  you  also  stated  that  in  only  six  out  of  the  20 
years  have  we  had  the  world  market  price  above  the  U.S.  market. 
Do  you  have  any  estimate  as  to  how  much  your  proposal  would  cost 
the  taxpayer  ? 

Mr.  Mount.  Well,  sir,  we  can  refer  to  the  year  of  1972,  which  we 
think  is  representative  because  it  was  probably  the  largest  year  of 
total  United  States  domestic  production,  both  beet  and  cane.  The 
payments  in  that  year  were  in  the  range  of  113  million — excuse  me, 
the  excise  tax  income  of  that  year  was  in  the  range  of  $113,700,000. 
Total  payments  were  $89,500,000.  What  we  are  suggesting,  sir,  is 
that  if  the  price  level  continues  upward  based  on  the  price  objective 
formula  we  have  proposed,  price  will  take  care  of  these  payments  and 
they  will  not  be  necessary  from  the  Treasury.  The  support  payments, 
whatever  you  want  to  call  them,  would  only  be  made  it  prices  dropped 
below  a  certain  level  and  frankly,  for  any  reasonable  extension  of 
this  Act,  we  do  not  see  prices  in  the  United  States  nor  in  the  world 
dropping  to  such  levels. 

ilr.  Matsunaga.  Then  actually,  your  proposal  is  meaningless,  is 
it  not,  if  your  proposal  is  based  on  a  projection  of  no  need  for  such 
payments  ? 
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Mr.  Mount.  But  these  payments  are  made  regardless  of  price. 

Mr.  Matsunaga.  Eegardless  of  price  ? 

Mr.  Mount.  Yes,  sir. 

Mr.  Matsunaga.  I  thought  only  to  maintain  a  certain  price. 

Mr.  Mount.  It  is  my  understanding  that  under  the  present  law, 
sir,  the  benefit  payments  are  made  regardless  of  market  price  and 
other  emoluments  or  other  returns  that  the  farmer  receives. 

Mr.  Matsunaga.  So  that  you  would  be  proposing,  then,  a  pror 
gram  which  the  people  of  the  United  States  are  trying  to  get  away 
from;  that  is,  a  payment  to  farmers  as  subsidies  rather  than,  as  in 
the  case  of  the  Sugar  Act  now,  compliance  payments? 

Mr.  Mount.  Sir,  we  think  that  the  ingenuity  of  this  committee 
and  the  Congress  when  it  came  up  with  the  recent  farm  bill  was 
tremendous,  and  we  think  that  if  that  same  conceptual  idea  is  ap- 
plied to  sugar,  the  results  could  be  very  beneficial  to  the  American 
public. 

Mr.  Matsunaga.  Well,  of  course,  as  long  as  the  prices  of  com- 
modities remain  where  they  are,  we  have  no  problem. 

Mr.  Mount.  That  is  right. 

Mr.  Matsunaga.  But  the  problem  arises  when  the  prices  drop  and 
that  is  when  the  public  will  begin  to  howl. 

IsTow,  Mr.  Mayer,  I  think  you  have  touched  upon  an  aspect  of  the 
sugar  industry  which  deserves  the  full  attention  of  the  Congress.  On 
the  other  hand,  Hawaii,  as  you  know,  attained  its  high  wages  for 
sugar  workers  not  through  legislation  but  through  organization  of 
labor.  Following  up  questions  put  to  you  by  Mr.  Mayne,  are  you 
m.aking  any  efforts  at  this  time  to  organize  labor  in  Louisiana  or 
other  areas  where  the  problem  still  exists? 

Mr.  Mayer.  No,  sir,  we  are  not  at  the  moment  doing  that. 

Mr.  Matsunaga.  You  have  given  up  ? 

Mr.  Mater.  I  do  not  know  if  we  have  ever  really  tried.  We  are  at 
the  refineries.  I  do  not  know  if  we  have  ever  really  tried  to  organize 
sugar  field  workers.  There  is  a  question  whether  we  have  jurisdiction 
over  farm  workers. 

There  are  other  unions  who  tried  to  organize  farm  workers  in 
Louisiana.  In  1953,  there  was  a  long  and  extremely  bitter  and  ex- 
tremely dangerous  strike  led  by  the  National  Agricultural  Workers 
Union,  which  was  a  part  of  the  AFL-CIO  at  that  time.  It  was  a 
very  bitter  experience,  I  am  told. 

There  is  a  question  whether  we  have  the  jurisdiction  to  organize 
farm  workers.  As  you  know,  we  have  always  had  an  interest  because 
our  members  are  so  close  to  that  work.  We  feel  we  have  an  obliga- 
tion to  help  out. 

Mr.  Matsunaga.  That  is  all  I  have. 

The  Chapman.  Thank  you,  Mr.  Ma:tsunaga. 

Mr.  Findley  ?  I  am  going  to  make  the  same  suggestion  to  you. 

Mr.  FiNDLET.  I  realize  that,  Mr.  Chairman,  but  I  do  have  several 
questions.  I  will  limit  them  to  five  minutes. 

In  my  testimony  to  the  committee  the  other  day,  I  recommended 
the  elimination  of  the  excise  tax  and  also  the  elimination  of  the 
payments*  The  Chairman  responded  with  a  question  to  me  indicating 
that  in  his  opinion,  this  would  not  be  reflected  in  lower  cost  to  the 
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user,  the  elimination  of  the  excise  tax.  Later  the  same  day,  Mr. 
Marshall  of  the  C  &  H  Su^ar  Refining  Company  supported  the 
position  of  the  Chairman,  indicating  that  this  reduction  m  cost  will 
not  be  passed  on  to  the  user.  Later  that  day,  he  apparently  changed 
his  mind,  because  I  have  seen  a  letter  that  he  sent  the  Chairman, 
indicating  that,  the  cost  reduction  would  be  passed  on. 

Now  I  am  confused.  I  would  like  to  know,  m  your  opinion,  would 
the  elimination  of  the  excise  tax  result  in  a  lower  cost  to  the  user? 

Mr.  Mount.  Are  you  addressing  that  question  to  me,  Mr.  Findley  ? 

Mr.  FixDLEY.  Yes,  and  to  the  others. 

Mr.  Mount.  Sir,  as  far  as  we  are  concerned,  I  believe  the  members 
of  the  purchasing  operations  of  the  various  companies  represented 
here  would  see  that  that  reduction  in  cost  was  made  very  promptly. 
I  would  say  that  we  would  get  the  reduction  of  a  half  cent  a  pound 
or  53  cents  a  100  within  hours  after  it  comes  through  from,  after  it 
is  eliminated  by  Congress. 

Actually,  the  tax  on  the  manufacture  and  sale  of  sugar.  As  I 
understand,  it  is  paid  by  the  user,  by  the  processor  or  refiner  after 
the  sugar  is  sold.  So  if  it  should  be  eliminated,  it  would  be  taken 
off  the  sales  price  of  the  product. 

]Mr.  FiNDiJEY.  Mr.  Mack,  do  you  hold  the  same  view? 

Mr.  Mack.  I  agree  with  Mr.  Mount,  yes. — I  do  want  to  say  that 
you  can  find  something  wrong  with  an}' thing  but  this  Sugar  Act  as  a 
package  we  think  is  pretty  good.  The  only  change  we  recommend  at 
this  time,  is  that  which  I  have  advocated.  While  we  have  many  things 
in  our  economy  now  that  are  upsetting,  our  problem  concerning 
sugar  now  is  greater  regarding  supply  than  price. 

Mr.  Findley.  And  as  I  understand  it,  you  recommend  the  elimina- 
tion of  the  excise  tax  and  the  elimination  of  payments  ?  Am  I  correct  ? 

Mr,  Mack.  No,  I  did  not  recommend  that.  I  tried  to  answer  the 
question  as  to  the  effect  of  it.  We  do  not  recommend  it. 

Mr.  FiNDiiEY.  I  see. 

I  thank  you  very  much. 

Mr.  Mount,  you  call  for  a  wider  corridor,  but  I  cannot  tell  what 
you  really  recommend.  Do  you  recommend  one  at  plus  or  minus  8 
percent,  one  at  plus  or  minus  15,  or  what  ? 

Mr.  Mount.  Sir,  we  propose  that  whenever  the  actual  price  of  raw 
sugar  is  within  plus  or  minus  eight  percent  of  the  price  objective, 
the  Secretary  would  not  be  authorized  to  adjust  the  annual  consump- 
tion quota.  When  the  actual  price  is  between  plus  or  minus  eight 
and  plus  or  minus  15  percent,  the  Secretary  could  move  in  his  dis- 
cretion. If  it  goes  plus  or  minus  15  or  above,  he  must  move. 

Mr.  Findley.  I  think  that  is  a  very  good  idea. 

Mr.  Mayer,  I  am  very  glad  you  appeared  here  today.  I  notice  in 
Secretary  Butz'  testimony,  he  did  not  appear  to  be  very  enthusiastic 
about  the  chore  of  administering  the  labor  condition  requirements 
of  the  Act,  but  I  consider  these  to  be  very  important.  I  think  they 
should  be  retained  in  the  Act,  even  though  the  payment  and  excise 
tax  provisions  are  eliminated  from  it. 

Mr.  Mayer.  Mr.  Findley,  I  am  delighted  to  hear  that  the  Secre- 
tary does  not  want  to  administer  it.  We  do  not  exactly  agree  with 
his  proposal,  but  perhaps  if  the  Secretary  does  not  want  to  administer 
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it,  it  can  be  brought  over  to  the  Department  of  Labor,  which  has  a 
lot  more  experience  on  that. 

Mr.  FiNDLET.  I  think  the  standards  should  be  imposed. 

Thank  you,  Mr.  Chairman. 

The  Chapman.  There  is  a  quorum  call  now. 

The  committee  will  stand  in  recess  until  tomorrow  morning.  The 
committee  thanks  all  our  witnesses  for  their  attendance  and  we  hope 
we  can  proceed  tomorrow  morning. 

[Whereupon,  at  12:06  p.m.,  the  committee  was  adjourned  until 
Friday,  February  22,  1974,  at  10:00  a.m.] 
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SUGAR  ACT  EXTENSION,  1974 


FRIDAY,  FEBRUARY  22,   1974 

House  of  Kepresentatives, 
Committee  on  Agriculture, 

Washington^  D.C. 

The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  1301, 
Longworth  House  Office  Building,  Hon.  W.  R.  Poage  (chairman) 
presiding. 

Present :  Representatives  Poage,  Foley,  de  la  Garza,  Vigorito,  Berg- 
land,  Denholm,  Litton,  Goodling,  Zwach,  Sebelius,  and  Symms. 

Also  present:  Steve  Allen  and  Steve  Pringle,  staff  consultants; 
and  Betty  Prezioso,  staff  assistant. 

The  Chairman.  The  committee  will  be  in  order. 

We  are  proceeding  with  the  consideration  of  the  sugar  bill.  Our 
first  witness  this  morning  will  be  Mr.  Reuben  Johnson,  legislative 
director  of  the  National  Farmers  Union. 

Mr.  Johnson,  we  will  be  glad  to  hear  from  you. 

STATEMENT    OF    REUBEN    JOHNSON,    LEGISLATIVE    DIRECTOR, 
NATIONAL  FARMERS  UNION 

Mr.  Johnson.  Mr.  Chairman  and  members  of  the  conmiittee:  We 
appreciate  the  opportuity  to  support  the  extension  of  the  Sugar  Act. 
With  me  today  are  sugar  beet  producer-members  of  National  Farm- 
erms  Union,  Air.  Henry  Wiltfang,  Vernon,  Colorado,  Mr.  Arthur 
Grove  and  Mr.  Marvin  Siegert  both  of  Hillsboro,  North  Dakota.  All 
of  these  men  have  associated  themselves  with  this  statement  of  Na- 
tional Farmers  Union  which  we  are  submitting  for  insertion  in  the 
record  of  hearings. 

Mr.  Chairman,  at  first  blush  I  thought  I  might  have  our  producing 
members  speak  for  themselves,  but  they  have  asked  me  to  summarize 
this  statement  and  they  will  be  available  when  you  call  the  witnesses 
up  to  respond  to  any  question  you  may  have. 

We  commend  the  various  segments  of  the  sugar  industry  for  the 
effort  that  has  been  made  to  develop  accord  concerning  quota  alloca- 
tions and  other  provisions  in  the  Sugar  Act.  Like  other  segments  of 
the  sugar  industry.  National  Farmers  Union  has  always  supported 
full  cooperation  between  various  segments  of  the  industry. 

We  in  National  Farmers  Union  have  an  uninterrupted  history 
of  support  for  the  sugar  program  that  dates  back  to  1934  and  the 
enactment  of  the  Jones-Costigan  Act. 

Through  all  these  years,  the  basic  objectives  of  the  sugar  program 
have  been  consistent: 
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(1)  To  provide  a  stable  supply  of  sugar  to  consumers  at  fair  prices ; 

(2)  To  provide  year-to-year  incentives  to  producers  to  make  the 
investment  necessary  to  maintain  a  domestic  sugar  industry;  and, 

(3)  To  view  sugar  production  and  consumption  in  an  international 
context,  understanding  the  importance  of  an  establishing  accord  be- 
tween the  United  States,  an  importing  nation,  and  the  various  ex- 
porting nations  with  whom  we  do  business. 

The  Sugar  Act  proved  its.  worth  on  many  occasions  in  the  past. 
In  periods  when  world  prices  were  fluctuating  and  uncertahi,  the 
United  States  consumer  has  befen  assured  adequate  supply  through 
provisions  of  the  Act  which  establish  production  levels  in  accordance 
with  expeded  demand. 

In  some  past  periods,  domestic  sugar  prices  have  ranged  modestly 
above  world  sugar  prices.  However,  during  the  past  three  years,  world 
sugar  consumption  has  outstripped  world  production. 

A  world  surplus  of  sugar  no  longer  exists  and  dangerously  low 
levels  of  inventories  of  sugar  in  exporting  countries  have  forced 
prices  upward.  For  example,  the  present  world  price  for  sugar  is 
approximately  6  to  7  cents  above  the  U.S.  domestic  price. 

The  interests  of  the  consumer,  therefore,  are  being  served  in  the 
stability  of  supply  and  price  that  Sugar  Act  is  presently  providing. 

The  needed  supplies  of  sugar  from  domestic  productive  resources 
cannot  be  depended  upon  if  the  price  to  producers  for  sugar  beets 
does  not  maintain  the  crop  in  a  competitive  position  insofar  as  a 
producer's  alternatives  are  concerned  for  crop  production  on  his 
farm.  The  recent  lesson  from  the  shortage  of  crude  oil  can  be  applied 
to  sugar.  We  need  to  continue  to  maintain  the  production  of  sugar 
with  reasonable  assurances  that  we  will  not  expereince  shortages  be- 
cause of  lack  of  self-suffciency. 

Insofar  as  our  nation  does  depend  upon  other  sugar  producing 
countries  for  approximately  40  percent  of  its  domestic  consumption, 
it  would  appear  to  be  in  the  interest  of  our  nation  to  provide  leader- 
ship toward  the  structuring  of  an  International  Sugar  Agreement 
which  would  encompass  all  sugar  exporting  and  importing  countries. 

Present  international  forces  that  have  created  pressures  on  avail- 
able supply  of  sugar  that  have  increased  prices  underpin  the  soimd 
logic  of  looking  more  broadly  on  a  world  basis  to  building  stability 
of  sugar  supplies  and  prices. 

Other  sugar  exporting  nations  are  continuing  to  meet  quotas  under 
the  Sugar  Act,  but  they  may  not  continue  to  do  so  if  premium  prices 
can  be  received  in  a  world  market  situation  where  prices  excell  those 
paid  in  the  United  States. 

We  believe  the  Sugar  Act  continues  to  serve  the  national  inter- 
est and  its  traditional  principles  must  be  preserved.  However,  we 
urge  consideration  by  the  committee  of  modifications  as  follows : 

Farmer  owned,  cooperative  facilities  in  major  sugar,  beet  produc- 
ing areas  anticipate  further  expansion  of  refining  capacity.  Pro- 
ducer-members have  provided  the  needed  capital  investment  with 
the  expectation  that  acreage  and  quotas  would  be  available  as  needed 
to  meet  refining  capacity. 

In  this  connection,  we  ai-e  in  accord  with  the  suggested  quota  in- 
crease in  sugar  beet  producing  areas  to  3,875,000  tons.  This  repre- 
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sents  an  increase  of  88,000  tons  over  the  quota  established  in  the 
1971  Sugar  Act. 

The  building  of  a  sugar  refining  plant  is  a  costly  endeavor.  Pro- 
ducers who  have  assumed  personal  financial  obligations  to  build 
new  refining  facilities  have  committed  themselves  in  some  mstances 
to  make  deliveries  of  sugar  beets  to  such  facilities  for  a  period  of 
5  yoai's.  Lenders  would  not  have  been  willing  to  provide  capital  to 
build  sugar  refining  facilities  without  such  assurance.  The  lendei-s  and 
growers  were  further  motivated  to  provide  the  needed  investment 
in  such  facilities  with  expectation  that  the  Sugar  Act  would  be  ex- 
tended and  that  there  would  be  a  year-to-year  market  stability 
which  would  assure  a  fair  and  reasonable  return  on  their  investment 
and  income  with  which  to  repay  indebtedness. 

AVe  urge,  therefore,  that  the  committee  take  this  into  account  in 
making  a  determination  as  to  the  period  of  time  that  the  Sugar  Act 
will  be  extended. 

We  have  noted  with  interest  several  of  the  proposals  made  to 
the  committee  this  week  relating  to  pricing  provisions.  We  favor 
the  present  price  formula  based  on  the  wholesale  price  index  and 
the  index  of  prices  paid  by  farmers  except  when  a  price  objective 
based  on  the  average  raw  sugar  price  in  1967  (7.28  cents  per  pound) 
multiplied  by  the  index,  of  prices  received  by  farmers  for  farm 
products'  (1967  =  100)  w^ould  be  higher,  in  which  case  the  latter 
would  supei-sede  the  present  price  formula. 

Mr.  Chairman,  I  believe  in  making  that  statement,  we  are  in  ac- 
cord with  the  conclusion  that  the  beet  sugar  grower  groups  and  the 
refiners  decided  would  be  favorable  for  the  beet  area.  ' 

Over  whatever  period  the  Sugar  Act  is  extended  there  must  be 
provision  to  meet  market  forces  in  whatever  mamier  is  needed  to 
assure  prices  to  producers  that  will  produce  needed  domestic  sup- 
plies of  sugar. 

If  this  administration  will  provide  the  sympathetic  administration 
that  every  other  administration  has  provided,  we  would  not  have 
any  fear  that  needed  adjustments  would  be  made  in  prices  and  in 
other  provisions  under  the  act.  However,  since  this  administration 
has  in  effect,  recommended  the  termination  of  the  sugar  program, 
we  urge  the  committee  to  give  specific  direction  in  the  drafting  of 
legislation  regarding  pricing  provisions  that* will  not  and  cannot 
l)e  misinterpreted  in  order  to  assure  proper  administration  of  the 
provisions  of  the  act. 

In  closing,  Mr.  Chairman,  I  want  to  commend  you  and  ranking 
minority  member  Congressman  Wampler  for  leadership  that  you 
have  given  to  extending  the  Sugar  Act,  specifically  H.R.  12525. 

This  committee,  through  the  years,  has  demonstrated  an  under- 
standing of  the  effectiveness  of  all  programs  that  protect  the  inter- 
est of  producers  and  consumers.  The  Sugar  Act  is  certainly  an  out- 
standing example  of  legislating  a  program  which  has  served  the 
public  national  interest. 

We  call,  as  we  have  in  past  years,  for  the  support  of  urban  and 
city  members  of  the  Congress  for  leadership  of  the  committee  as 
su<(ar  leirislation  moves  to  the  House  floor. 
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The  Chairman.  We  thank  you  very  much,  Mr.  Johnson. 

Of  course,  the  Chair  appreciates  the  kind  words,  but  we  thank  you 
also  for  the  constructive  suggestions. 

You  are  aware  of  the  way  we  handle  the  questioning. 

Mr.  Johnson.  Eight.  We  will  be  available,  Mr.  Chairman,  at 
the  proper  time. 

The  Chairman.  Thank  you. 

The  Chair  is  going  to  ask  Mr.  Bergland  to  come  up  here  and  take 
charge  for  the  next  50  minutes. 

I  try  to  follow  the  practice  of  calling  on  other  members  to  preside 
at  times. 

Mr.  Bergland  [presiding].  Our  next  witness  will  be  Mr.  James 
Herrmann,  attorney  at  law,  1910  K  Street  NW.,  Washington,  D.C., 
representing  Migrant  Legal  Action  Program,  Inc. 

Is  Mr.  Herrmann  with  us  this  morning? 

[No  response.] 

Mr.  Bergland.  Apparently  he  has  not  arrived  yet,  so  we  will 
move  on  to  Mr.  John  A.  Wilson,  legislative  director,  National  Share- 
croppers Fund. 

Is  Mr.  Wilson  here  this  morning? 

[No  response.] 

Mr.  Bergland.  He  has  not  arrived  this  morning. 

We  will  proceed  to  Ms.  Lover  Marie  Gtiillory,  28  Belmont  Ave- 
nue, Newark,  N.J.,  representing  sugar  cane  workers  in  Louisiana. 

Ms.  Guillory,  we  are  pleased  to  have  you  with  us. 

Are  you  accompanied  by  Mr.  Joseph  Cooney? 

Ms.  Guillory.  I  am. 

Mr.  Bergland.  We  are  pleased  to  have  you  with  us  this  morning. 
If  you  will  proceed  with  your  statement,  at  the  conclusion  of  your 
statement  we  will  call  you  and  your  associates  back  for  questioning. 

STATEMENT  OF  LOVEE  MAEIE  GUILLORY,  EEPEESENTINO  SUGAE- 
CANE  WOEEEBS  IN  LOXnSIANA;  ACCOMPANIED  BY  JOSEPH  B. 
COONEY,  EXECUTIVE  DIBECTOB,  UNIVEBSITY  LEGAL  SEBVICES, 
WASHINGTON,  B.C. 

Ms.  Guillory.  Thank  you. 

Mr.  Chairman,  members  of  the  committee,  I  am  Lover  Marie  Guil- 
lory, a  native  of  Louisiana,  deeply  interested  in  the  cane  workers  in 
Louisiana's  sugar  industry.  I  am  accompanied  by  Joseph  E.  Cooney, 
University  Legal  Services,  Washington,  D.C. 

The  purpose  of  this  testimony  is  to  recommend  change '  in  the 
legislation  governing  wage  determinations  for  sugar  workers  un- 
der the  Sugar  Act.  Certain  outstanding  deficiencies  in  the  Sugar 
Act  support  the  proposition  that  change  in  the  legislation  itself  is 
the  only  means  of  adequately  protecting  the  interests  of  the  thou- 
sands of  workers  whose  wages  are  governed  under  section  301  of  the 
act.  Deficiencies  in  the  wage  provision  are  both  pervasive  and  serious 
for  three  basic  reasons:  (1)  Living  conditions  among  workers  on 
the  sugar  cane  plantations  of  Louisiana  represent  one  of  the  most 
deplorable  instances  of  poverty  in  the  United  States;  (2)  The  Sugar 
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Act's  policy  of  sharing  the  benefits  of  the  sugar  industry  with  the 
workers  as  well  as  the  growers  has  not  been  accomplished;  and  (3) 
USDA  administration  has  been  seriously  defective. 

This  testimony  will  also  show  that  the  U,S.  Department  of  Agri- 
culture has  failed  to  j)rotect  the  interest  of  the  sugar  workers.  USDA 
l^ractices  in  determining  wage  rates  and  administering  the  payment 
of  wages  to  the  workers  clearly  demonstrate  that  statutory  revision 
is  necessary  to  correct  the  present  abuses  in  the  system.  The  sugar 
workers  are  not  treated  fairly  and  have  consequently  been  deprived 
of  the  right  to  a  "fair  and  reasonable  wage"  as  provided  by  the  act. 

I.    LIVING   AND   WORKING   CONDITIONS   OF   THE    SUGARCANE   WORKERS   ON 
LOUISIANA  PLANTATIONS  ARE  DEPLORABLE 

Approximately  one  hundred  thousand  people  live  on  sugar  cane 
plantations  spread  over  17  parishes  in  Louisiana.^  According  to  the 
U.S.  Department  of  Agriculture,  17,500  persons  make  up  the  Louisi- 
ana labor  force  covered  by  the  department's  sugar  cane  wage  de- 
terminations made  under  the  Sugar  Act.^ 

The  administration  of  the  wage  provisions  in  Louisiana  has  at 
times  been  described  as  "an  outrageous  example  of  exploitation  of 
workers  on  behalf  of  employers.^  This  conclusion  is  warranted  by 
consideration  of  the  returns  which  Louisiana  sugar  cane  laborers 
have  received  under  the  Sugar  Act.  In  1971,  the  average  annual 
income  for  a  cane  plantation  farmworker's  family  of  6.8  persons 
was  $2,635,000.*  This  figure  represents  a  per  capita  income  of  $387.50. 
The  national  per  capita  income  for  the  same  period  was  $3,921.00. 
The  per  capita  income  for  Louisiana  was  $3,049.  For  the  same  pe- 
riod, the  OEO  poverty  index  for  a  farm  family  was  $5,000.00,  while 
the  figure  for  a  nonf arm  family  was  $5,900.00.^  This  income  which  is 
below  the  poverty  level  is  accompanied  by  deplorable  health  condi- 
tions,^ substandard  housing,^  and  a  poor  educational  system  produc- 
ing a  high  rate  of  illiteracy.* 

The  problems  of  the  Louisiana  sugar  cane  workers  are  com- 
pounded by  the  peculiar  incidents  of  the  plantation  system.  Under 
the  administrative  regulations  made  pursuant  to  the  Sugar  Act, 
plantation  employers  are  permitted  to  retain  wages  for  loans  and 
services  which  have  been  advanced  to  the  workers  by  the  employer 
or  third  parties.®  This  situation  reeks  with  the  evils  associated  with 


^  Hearings  on  the  administration  of  the  Sugar  Act  with  respect  to  Its  sections  deal- 
ing with  wage  standards  and  child  labor  before  the  Subcommittee  on  Agricultural 
Labor  of  the  Committee  on  Education  and  Labor,  House  of  Representatiyes.  92d  Cong.. 
2d  sess.,   14    (1972). 

»Id.  at  61. 

*Id.  at  27,  statement  of  Congressman   O'Hara  of  Michigan. 

•  Id.  at  14. 

•  Id.  at  14. 

•  Id.  at  16.  Testimony  of  Sr.  Anne  Catherine  Bizallon,  executive  director  of  Southern 
Mutual  Help  Association,  Inc.,  citing  a  1971  survey  in  which  only  2  out  of  37  adults 
were  found  to  be  medically  normal.  The  same  survey  showed  that  28  children  out  of  a 
sample  of  30  were  Infected  with  parasites. 

^  Id.  at  23.  Testimony  of  Gustave  Rhodes,  a  worker  on  Elin  Hill  Plantation. 

«Id.  at  19. 

"  7  C.F.R.  i  864.25  is  discussed  at  part  III,  C. 
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a  company  store.  Tliis  procedure  has  kept  workers  indebted  and  as  a 
consequence  bound  to  the  plantation.^^ 

II.  TIIE  POLICY  OF  THE  SUGAR  ACT  REQUIRING  AX  EQUITABLE  DIVISION  OF 
THE  PROCEEDS  TO  THE  WORKERS  HAS  NOT  BEEN  ACCOMPLISHED 

The  specific  provision  of  the  Sugar  Act  which  is  the  subject  of  this 
testimony  is  embodied  in  7  U.S.C.,  §  1131(c)  (1).^^  The  terms  of  this 
section  make  the  payment  of  subsidies  to  growers  conditional  upon 
the  payment  of  a  fair  and  reasonable  wage  to  laborers.  The  Secre- 
tary of  Agriculture  is  authorized  to  determine  what  wages  are  fair 
and  reasonable  for  a  particular  area.  Determinations  must  be  made 
after  "investigation,  due  notice  and  opportunity  for  public  hear- 
ing." ^-  7  U.S.C.,  §  1153(b)  requires  that  these  determinations  shall 
be  promptly  published  in  the  Federal  Eegister.^^  7  XJ.S.C,  §  1159  ^* 
of  the  act  provides  for  additional  surveys  and  investigation  at  the 
request  of  a  "substantial  portion  of  the  persons  affected." 

Throughout  the  history  of  the  act,  Congress  has  insisted  upon 
providing  for  an  equitable  division  of  the  returns  from  the  sugar 
industry  among  processors,  growers,  and  workers.  When  the  provi- 
sions were  first  adopted  in  1937  the  Secretary  of  Agriculture  ex- 
pressed this  concern  and  urged  Congress  to  adopt  legislation  includ- 
ing the  payment  of  "wage  scales  of  not  less  than  minimum  stand- 
ards,"^^ as  a  condition  of  Federal  payment.  The  Secretary  urged 
that  "such  a  provision  should  make  it  possible  to  afford  full  protec- 
tion to  the  right  of  laborers  to  an  equitable  share  of  the  total  in- 


10  See  Patsy  Sims,  "Behind  The  Cane  Curtain,"  reprint  of  a  series  appearing  in  The 
states  Item  (New  Orleans)  from  March  19-April  6,  1973  at  chapter  15,  col.  1  and  2 
of  reprint. 

^  The  conditional  payment  provision  provides :  *'The  Secretary  is  authorized  t:0  make 
payments  on  the  following  conditions  with  respect  to  sugar  or  liquid  sugar  commer- 
cially recoverable  from  the  sugar  beets  or  sugar  cane  grown  on  a  farm  for  the  extrac- 
tion of  sugar  or  liquid  sugar:  (c)(1)  That  all  persons  employed  on  the  farm  in  the 
production,  cultivation  or  harvesting  of  sugar  beets  or  sugar  cane,  with  respect  to  which 
application  for  payment  is  made  shall  have  been  paid  In  full  for  all  such  work  and 
shall  have  meen  paid  wages  therefore  at  rates  hot  less  than  those  that  may  be  deter- 
mined by  the  Secretary  to  be  fair  and  reasonable  after  investigation  and  due  notice 
and  opportunity  for  public  hearing;  and  in  making  such  determinations  the  Secretary 
shall  take  into  consideration  the  standards  therefore  formerly  established  by  him  un- 
der the  Agricultural  Adjustment  Act,  as  amended,  and  the  differences  in  conditions 
among  various  producing  areas :  Provided,  however.  That  a  payment  which  would  be 
payable  except  for  the  foregoing  provisions  of  this  subparagraph  may  be  made,  as  the 
Secretary  may  determine  in  such  manner  that  the  laborer  will  receive  an  amount, 
insofar  as  such  payment  will  suffice,  equal  to  the  amount  of  the  accrued  unpaid  wages 
for  such  work  and  that  the  producer  will  receive  the  remainder,  if  any,  of  such  pay- 
ment."   (Emphasis    added) 

12  Id. 

"7U,S.C.,  S  1153(b)  states:  "Each  determination  issued  by  the  Secretary  in  connec- 
tion with  quotas  and  deficits  under  the  title  II  or  payments  under  title  III  of  this 
act  shall  be  promptly  published  in  the  Federal  Register  and  shall  be  accompanied  by 
a  statement  of  the  bases  and  considerations  upon  which  such  determinations  was 
made." 

"  7  U.S.C.,  S  1159  reads :  "Whenever  the  Secretary  determines  that  such  action  is 
necessary  to  effectuate  the  purposes  of  this  act,  he  is  authorized  if  first  requested  by 
persons  constituting  or  representing  a  substantial  proportion  of  the  persons  affected 
in  any  one  of  the  five  domestic  sugar-producing  areas,  to  make  for  such  area  surveys 
:and  investigations  to  the  extent  he  deems  necessary,  including  the  holding  of  public 
hearings, .  and  to  make  recommendations  with  respect  to  the  terms  and  conditions  of 
contracts  between  the  producers  and  processors  of  sugar  beets  and  sugar  cane  in  such 
area  (b)  the  terms  and  conditions  of  contracts  between  laborers  and  producers  of 
sugar  beets  and  sugar  cane  in  such  area.  In  carrying  out  the  provisions  of  this  section, 
information  shall  not  be  made  public  with  respect  to  the  Individual  operations  of  any 
processor,    producers,    or    laborer." 

^  Hearings  on  H.R.  5326  before  a  special  subcommittee  of  the  Committee  of  Agricul- 
ture,   House  of  Representatives,   75th   Cong.,    1st  sess.,   Ser.   B   at   14    (1937). 
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cojne  of  the  industry."  ^®  President  Roosevelt's  recommendations  gave 
strong  support  to  the  inclusion  of  a  measure  protecting  labor.  The 
President  enunciated  the  rationale  of  the  conditional  payment  pro- 
vision: 

It  is  also  highly  desirable  to  continue  the  policy  which  was  inherent 
in  the  Jones-Costigan  Act,  of  effectuating  the  principle  that  an  industry 
which  desires  the  protection  afforded  by  a  quota  system,  or  a  tariff,  should 
be  expected  to  guarantee  that  it  will  be  a  good  employer." 

Supporters  of  the  laborer's  position  favored  a  provision  calling 
for  wage  determinations  by  the  Secretary  of  Labor  instead  of  the 
Secretary  of  Agriculture.^^  The  unions  believed  that  the  matter  of 
workers'  wages  was  more  properly  a  matter  for  the  Department  of 
Labor. 

The  sugar  beet  growers  favored  the  retention  of  the  wage  pro- 
visions in  the  1934  production  adjustment  contract.^® 

The  wage  determination  provision  which  was  ultimately  enacted 
in  the  1937  Act  provided  that  the  Secretary  of  Agriculture  should, 
in  determining  fair  and  reasonable  wage  rates,  take  into  account  the 
standards  which  had  been  established  under  the  Agricultural  Ad- 
justment Act.2®  This  reference  to  the  Agricultural  Adjustment  Act 
had  the  effect  of  incorporating  into  the  new  act  the  standards  which 
had  been  used  in  the  one  administrative  wage  determination  held 
in  the  sugar  beet  area  under  the  eTones-Costigan  Act.^^  This  refer- 
ence to  standards  under  the  Agricultural  Adjustment  Act  has  re- 
mained immodified  in  the  extension  and  re-enactment  of  the  legis- 
lation.^^ 

Agricultural  workers  in  the  sugar  program  have  sought  consist- 
ently to  have  the  wage  determinations  provisions  changed.  In  1956, 
the  sugar  workers'  appeal  for  change  followed  closely  upon  unsuc- 
cessful efforts  to  unionize  Louisiana  sugar  cane  workers.^^  The  sugar 
workers  requested  two  basic  changes  in  the  legislation:  (1)  Wage 
standards  for  cane  workers  should  be  the  same  as  the  basic  hourly 
rates  established  under  the  Fair  Labor  Standards  Act.  (2)  The  con- 
ditional pajrments  provision  of  the  Act  should  empower  the  Secre- 
tary of  Agriculture  to  withhold  payments  from  producers  who  deny 
employees  the  right  to  organize  for  collective  bargaining.  ^^  Sugar 
workers  made  identical  appeals  to  Congress  in  1962.  In  addition, 
workers  expressed  support  for  the  use  of  excess  proceeds  from  the 
excise  taxe  as  supplementary  payments  to  growers  to  enable  them  to 


"Id. 

"  Recommendations  regarding  enactment  of  the  Sugar  Act  System,  H.R.  Doc.  No 
156,    75th  Cong.,   1st  sess.  45    (1937). 

"  Hearings  on  H.R.  5326  before  a  special  subcommittee  of  the  Committee  of  Agricul- 
ture, House  of  Representatives,  75th  Cong.,  1st  sess.,  Ser.  B  at  321  (1937).  Gardner 
Jackson  of  the  National  Committee  of  Rural  and  Social  Planning  voiced  an  opinion 
on  previous  administration  of  the  wage  provisions  **.  .  .  we  honestl.v  believe  that  the 
standard  established  b.v  the  Secretary  of  Agriculture  is  inadequate  for  a  decent  stand- 
ard of  living  for   these   people."    Id. 

« Id.  at  21 ;  Hearings  on  H.R.  7667.  Before  the  Committee  on  Finance,  U.S.  Senate, 
75th  Cong.,    1st  sess.   at  59    (1937). 

»  Act  of  Sept.  1, 1937,  ch.  898,  §  8()1,  50  STAT.  910. 

*i  Department  of  Agriculture,  Sugar  Reports  32  at  10  (1954). 

«See7  U.S.C.,  §  1131  at  note  11,  supra. 

^  Marshall,  F.  Bay  and  Jones,  Lamar,  "Agricultural  Unions  in  Louisiana,"  reprinted 
from  Labor  History,   Vol.  3,   No.   3,  Fall  1962,   pp.   294-303. 

2*  Hearings  on  H.R.  7030  before  the  Committee  on  Finance  of  the  United  States  Sen- 
ate   84th   Cong.,  2d   sess.    178,   391    (1956). 
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briii^  the  \v[iges  of  su^r  workers  above  the  subsistence  leveL-^  In 
1971,  tilt;  lalioi's  position  \yiis  again  for  change.  M'orkers  asked 
(1)  til  at  thf  labor  piovisioiis  of  the  Sugar  Act  be  negotiated  and 
I l>roniulgated  by  the  Secretary  of  Labor;  (2)  that  more  stringent 
I  guidelines  be  used  in  administering  the  *'fair  and  reasonable'^  stand- 
ard; (3)  that  workers  Ije  covered  by  State  and  Federal  laws  which 
now  protect  non-agri cultural  workers,  including  full  coverage  un-  ■ 
der  tlic  Fail'  Labor  Standards  Act,  the  National  Labor  Eolations  I 
Act,  unemploynu^ut  compensation  laws  and  workmen's  compensation 
laws,  and  (4)  that  fair  and  impartial  means  for  settling  disputes 
be  established,-*' 

Despite  these  persistent  efforts  at  change,  the  wage  provision  en- 
acted in  l9Pi7  has  i^mained  intact.  Congress  has  evidently  misplaced  a 
]'eliance  upon  the  Department'.s  leadership  and  ability  to  enforce  the 
^'equitable  division"  to  which  it  lias  given  strong  support.  This  ex- 
plahis  its  continuing  delegation  of  the  wage  determination  power  to 
the  Secretarv  of  Agriculture  and  not  tlie  Secretary  of  Labor  as  rec- 
ommended by  the  sugar  workers.^' 


I 


Iir,  TAST  ADM1XISTRAT[0N  AND  IXTERPRETATION  OF  THE  STATTJFE  OFFERS 
XO  HOPE  THAT  USDA  W^LL  ITSELF  CHANGE  THE  rATTERN  OF  INEFFEC- 
TUAL ADMINISTRATION  WrTHOUT  A  CONGHESSIONAL  MANDATE 

The  history  of  USDA  performance  shows  that  there  has  been  un- 
justifiable confusion  over  the  standards  used  in  administering  the 
\vage  pix>vision.  The  administrative  hearing  procedures  made  pur- 
suant to  the  wage  determination  have  been  inadequate  and  unreli- 
able ;  and  xuiverified  data  has  formed  the  basis  of  USDA's  deteimi- 
nations.  Additionally,  the  administrative  regulations  applicable  to 
Louisiana  still  allow  growers  to  make  dediictions  from  workers^ 
wages  for  the  benefit  of  third  party  creditors.  These  deductions  allow 
creditors  to  escape  the  necessity  of  following  standard  garnishment 
proceeding  requirements.  The  new  legislation  should  provide  that 
definite  standards  and  precise  procedures  be  employed  in  the  admin- 
istration of  the  wage  provision.  Workers  do  not  feel  that  they  are 
getting  their  fair  share  of  the  proceeds  from  sugar.  The  character  of 
USDA  has  changed  since  the  Thirties.  In  the  interest  of  fairness  and 
to  restore  the  workers'  confidence,  the  Act  should  be  amended, 

A,  Standards 

The  standards  followed  by  USDA  in  making  wage  determinations 
arc  set  forth  in  a  1954  publication  of  the  Department.-^  This  docu- 
ment indicates  that  USDA  was  accepting  the  1937-1948  period  as  the 
criteria  for  a  fair  and  reasonable  base  wage  without  considering  its 
I'elationship  to  a  depressed  industry  ravaged  by  plant  disease  and  not 


I 
I 


I 


^  H^ftHnps  on  ILK.  IIT'^O  before  the  Committer  on  Airrictiltare  of  the  Honpe  of  E**!!- 
reseatatives,  S7th  Cong..  Ist  sesB.  223,  234  (1962),  An  excim  tai  of  one-half  cent  per 
poiindp  raw  value  1b  imi>oEed  i>d  all  8Ugur  marketed  wttbln  ttie  (|UotiV  system.  Accord- 
ing to  irSDA  the  rcTeatie  from  this  tax  from  193S  Ui rough  flwcal  j'ear  IftTO  ejEce^de^d 
tutal  HWgtiT  [»rot:ram  ex;[>enditiire«  by  ^bout  $030  mllUou.  See  Department  of  Agrloul- 
tiiml   Stabilization  nad  Conservation   SerTlce,   BI  No.   14,   May^  1972. 

^HearlnpK  on   H.R.   88fttf   hefore  the   Committee  on  Finance  of  the  U*S,   Senate    9'Id] 
Cong,.    Ut   sess.   iw,    1170    (1971  J. 

-^  See  nott*  SK.  3Ui»ra. 

^  Ik'i»artuient  of  Agricultnret  Sugar  Reports  32,  at  fi  (1954), 
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too  far  removed  from  the  use  of  slave  labor.^^  The  uncritical  accepi- 
ance  of  the  base  wage  has  been  compounded  each  year  when  the  issue 
is  framed  in  terms  of  the  prevailing  rate  of  the  previous  year.  This 
Department  publication  lists  the  following  as  factors  it  considers  in 
making  a  wage  determination :  (1)  wage  rates,  (2)  cost  of  living,  (3) 
differences  in  producing  areas,  and  (4)  the  ability  to  pay. 

There  are  problems  with  USDA's  formulation  of  the  standards 
which  go  into  making  a  wage  determination.  First,  there  is  no 
weighted  value  given  to  the  component  facts  of  the  formula  so  as  to 
provide  a  standardized  approach  that  could  show  to  what  extent  the 
Secretary  is  relying  on  the  standards.  It  appears  that  USDA's  em- 
phasis on  the  growers  ability  to  pay  distorts  the  intent  of  the  act  by 
transferring  to  the  workers  the  vulnerability  of  the  enterprise.  Sec- 
ondly, since  the  actual  data  used  by  USDA  is  not  made  public,  we 
have  no  conclusive  evidence  that  the  primary  factors  form  the  basis 
for  the  wage  determination.^^  Thirdly,  as  mentioned  below,  the  lack  of 
verified  bookkeeping  data  from  the  growers  on  current  actual  costs 
casts  great  uncertainty  on  the  use  of  the  ability  to  pay  standard  in 
making  the  determination.  Fourthly,  Louisiana  cane  workers  per- 
form highly  mechanized  and  skilled  jobs  which  have  many  counter- 
parts in  non-agricultural  industries.^^  This  highly  mechanized  labor 
would  ordinarily  be  covered  by  the  wage  provisions  of  the  Fair  Labor 
Standards  Act.  At  present,  however,  industrial  rates  have  little  bear- 
ing on  the  wage  determinations.  These  changes  in  the  nature  of  the 
work  performed  by  the  cane  worker  in  1937  as  compared  with  the 
cane  worker  of  today  constitute  sufficient  basis  for  changing  the  pres- 
ent legislation. 

The  court  in  Freeman  v.  United  States  Department  of  Agriculture^ 
350  F.Supp.  457  (D.D.C.  1972)  set  forth  the  standards  differently 
from  the  Department's  formulation.  The  court  in  Freeman  ordered 
the  Department  to  base  the  determination  solely  on  (1)  the  cost  of 
living,  (2)  prices  of  sugar  and  its  by-products,  (3)  prior  and  antici- 
pated income  from  sugar  cane,  (4)  the  cost  of  producing  sugar  cane, 
and  (5)  differences  in  conditions  among  various  producing  areas.  The 
Department  had  frozen  wages  at  the  previous  year's  level.  The  court 
corrected  the  misinterpretation  of  the  wage  freeze  which  specifically 
did  not  apply  to  workers  below  the  poverty  level.  The  cavalier  behavior 
uncovered  in  the  Freeman  case  which  is  more  fully  discussed  at  part  B, 
below,  shows  that  USDA  is  not  constrained  by  any  statutory  standards. 

The  reference  in  the  Sugar  Act  to  the  "standards  heretofore  set 
forth  in  the  Agriculture  Adjustment  Act"  was  not  meant  to  frustrate 
the  policy  of  the  Sugar  Act.  Interpreting  this  policy  in  the  light  of 
President  Roosevelt's  statement  of  recommendation  of  the  act  to  Con- 
gress,32  ^he  standards  should  require  at  least  an  annual  income  above 
the  subsistence  level  as  set  by  the  Federal  Government. 


» Lamar  B.  Jones  and  Loren  C.  Scott,  "Minimum  Wages  and  Black  Employment  in 
the  Louisiana  Sugar  cane  Industry."  Proceeding  of  the  24  annual  meeting  of  the  In- 
duRtrlal   Relations  Research  Association,    1973. 

»Id. 

"  ^v.  C.F.R.,  §  864.23  lists  harvester  and  loader  operators,  tractor  drivers,  truck  driv- 
ers, harvester  bottom  blade  operators,  hoist  operators,  and  other  harvesting  workers 
as  main  categories. 

^  See  note  17,  supra. 
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B.  Pj'ej'udice  o/nd  inadequacy  of  administrative  hearing 

Although  the  sugar  beet  wage  determination  hearings  have  been' 
eriticiT^ed  for  not  affording  adequate  Jiotice,^^  the  cane  hearings  held  in 
Iiouisiana  have  been  criticized  because  the  evidence  received  into  the 
record  was  biased,  insufficiently  documented,  and  not  broad  enough/^ 
A  regular  witness  over  the  years  lias  been  Dr.  Joe  Campbell  of  the 
Louisiana  State  University's  Agriculture  School,  whose  testimony 
was  very  vigorously  opposed  by  Sr.  Ann  Catherine  Bizalion  and  Fr, 
fToseph  O'Connell  at  the  1972  and  197S  hearings  on  the  grounds  that 
his  conclusions  were  based  on  insufficient  m\d  unverified  data  supplied 
by  the  growers  that  he  was  a  i-epresentative  of  the  growers  rather 
tlian  an  impartial  witness*^^"*  It  appears  that  the  accuracy  of  Dr.  Camp- 
belPs  conclusions  were  not  verified  by  independent  private  account- 
ants, nor  by  other  parties  woi'king  from  independent  sources  to  reach 
similar  statistical  conclusions*  Nor  has  USDA  made  public  its  evalu- 
ation of  Di\  CampbelPs  testimony  of  the  amount  of  weight  given  to  it. 
Mr,  Geller,  a  USDA  hearing  officer  speaking  of  Dr.  Campbell- s  con- 
clusions said  I 

We  are  in  a  position  in  "Washingtoii   to  review  tliis  preBentation*   And,   if 
we  tliinlit  it  3ias  tr>  he*  piclsed  to  pieces  for  laelt  of  proper  evidence  and  for 
lack  of  proper  support,   wb  wUl   do  so.   And,   if  we   tiiink  thlt*   report   la   as 
pliony  TLB  a  tiir&e-dollar  biU«  we  wilt   classify  it  as  Bucb.  If  we  thiniv  it's^  afl 
good  report^  we  wiU  give  it  the  credence  it  deser\'e6."  ^ 

Unfortunately,  since  USDA  has  not  independently  verified  the  finan- 
cial records  of  the  cane  growers  in  Louisiana,'^'  it  has  no  objt^ctive 
basis  to  ^'review  the  presentation"  to  ascertain  whether  it  is  "phony" 
or  not.  The  record  reveals  that  the  hearing  officers  cut  off  the  exami* 
nation  when  it  began  to  strike  home/'^^  Since  Dr.  CampbelPs  testimony 
was  not  the  subject  of  adequate  cross  examination,  and  since  it  con- 
cerns industry-wide  data  not  personally  known  by  him,  it  should  not 
be  admitted  into  the  record.  fl 

Cross-examination,  a  traditional  investigative  and  judicial  tech- " 
nique,  greatly  mci'cases  the  accuracy  of  the  information  received. 
Regular  use  of  cross  examination  by  attorneys  of  the  Department  and 
interested  parties  is  a  procedural  safeguard  which  could  be  utilized  _, 
to  examine  witnesses  presenting  testimony  concerning  the  entire  re-  B 
gion  covered  by  the  hearing.  The  regulations  do  not  require  the  Sec-fl 
retary  to  select  hearing  officers  from  the  sugar  division  alone  as  he 
customarily  does.  According  to  the  regulations,  the  Secretary  must, 
however,  assign  an  employee  of  the  Department  of  Agriculture  which 
could  be  someone  from  the  Equal  Oppoitunity  Office  (which  is  mider 
the  direct  control  of  the  Secretary),  the  OMce  of  General  C-ounsel, 
Office  of  the  Inspector  General,  or  the  Economic  R^earch  Service  of  ^ 


h earing   on   Wage   determination^    Sugar   Beetst, 


S3  Testimony   of   Jonatban    B*    Cliase» 
Denrer,   Colo.,   1972^    docket 

»*  Testimony  of  Dr.  Joe  Campbell,  pnsre  105  of  heartnw  on  Wage  Peter  ml  nfitlou* 
Honma,  Lou1«1fliira,  lt>73-docket  BliaiT;  Tef*tlmony  of  Sr.  Ann  Catlierine  Bt^allon  and 
Ft.  .Tosepb  O'Connell,  at  page  15S  of  same  heaHnp. 

3&Ift,  Sei*  also  hearings  on  H.R.  8R6fi  before  Uie  Committee  on  Fluance  of  ttie  U.S. 
Senate    92d   Cong.,   1st  &e8!i-.   76    (1971). 

*  Hearing  on  Wng^  DeteFnilnalton    Houma,  La.,  supra  at  p*  168. 

*  Interview^  James  Agijew.  Clmf,  Wage  Determination  Section*  Saear  DlvlalOD 
ASCS.   USDA.   February   6.   1974.  ' 

*  Hearing  on  Wa^e  Determination,  Houma,  La.,  aupra,  at  pp.  153  and  162. 
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the  Department.^®  Considering  the  workers'  distrust  of  the  representa- 
tives from  the  Sugar  Division,  and  considering  the  broad  purposes  of 
tlie  act,  which  include  national  interests  and  workers'  interests  as  well 
as  the  growers'  interests,  the  Secretary  could  enhance  his  credibility 
by  appointing  a  majority  of  the  hearing  officers  from  other  than  the 
Sugar  Division.  This  broader  perspective  guaranteed  by  such  a  hear- 
ing panel  could  better  collect  and  evaluate  information  from  all 
sources  relating  to  the  national,  workers'  and  growers'  interests.  Not 
only  should  the  Panel  have  a  broader  representation,  USDA  should 
take  affirmative  efforts  to  promote  more  participation  by  the  cane 
workers  in  the  proceedings.*®  The  best  solution  would  be  a  hearing 
examiner  from  the  Department  of  Labor. 

The  statistical  data  which  the  Sugar  Division  uses  to  reach  its  wage 
determinations  is  unreliable.  The  statistics  are  projected  from  an  in- 
adequate sample,  imverified  income  and  expense  statements,  and  stale 
data.*^  For  example,  the  current  statistics  for  the  Louisiana  industry 
are  projected  from  a  random  sample  of  47  growers  which  is  only  6.9 
percent  of  the  producers  dispersed  in  widely  differing  productive 
areas  of  Louisiana.  The  information  the  USDA  auditors  acquired 
was,  in  most  cases,  reconstructed  from  the  tax  returns  voluntarily 
preferred  by  the  growers.  None  of  the  information  was  independently 
verified  by  USDA,  although  even  IRS  does  not  accept  every  tax  re- 
turn at  face  value.  The  statistics  on  the  returns,  costs  and  profits  for 
the  Louisiana  sugar  industry  are  currently  being  based  on  data 
gathered  from  only  6.9  percent  of  the  growers  for  their  1969-71  crop. 
Another  sample  survey  of  the  Louisiana  industry  is  not  scheduled 
until  1975.  In  recent  years  the  industries  in  the  respective  geographic 
areas  were  subject  to  a  sample  survey  every  4  years.  Finally  another 
limitation  on  the  data  gathered  by  the  Department  is  the  difficulty  in 
comparing  the  data  gathered  from  the  various  growers  who  do  not 
employ  a  uniform  accounting  method. 

Independent  support  for  our  criticism  of  USDA's  administration 
of  the  act  can  be  found  in  the  recent  Federal  court  cases  which  are 
discussed  below. 

The  court  has  intervened  when  the  determination  grossly  departs 
from  proper  procedure.  On  October  5,  1971,  USDA  issued  a  press 
release  stating  that  the  1970  wage  determinations  for  Louisiana 
would  remain  in  effect  until  further  notice.  Previously  it  had  been 
the  practice  of  the  Department  to  issue  a  new  determination  based  on 
an  annual  hearing  held  in  Hoimia,  La.  On  December  28,  1971,  the 
Department  published  the  1971  determination  but  stated  that  it  was 
only  to  become  effective  in  January  1972,  the  usual  time  when  the 
can  harvest  comes  to  an  end.  This  action  effectively  deprived  the 


^  7  CFR,  S  802.5  provides  that  members  of  the  hearing  panel  bo  employees  of  the 
Department  of  Agriculture.  The  administrative  hearing  oflScer  of  OGC  would  be  very 
helpful.  But  since  the  wage  determination  and  other  aspects  of  the  law  require  in- 
vestigatory and  legislative  skills  within  the  expertles  of  the  Office  of  the  Inspector 
General  and  Equal  Opportunity  Division  a  multlagency  panel  would  be  more  lllpely 
produce  a  truly  comprehensive  result.  Such  a  panel  would  consider  a  broader  consti- 
tuency and  not  merely  the  vested  Interests,   as  in  the  past. 

♦^1969  Annual  Report  Administrative  Conference  of  the  United  States,  Recommen- 
dation No.  5 — Representation  of  the  Poor  in  Agency  Rulemaking  of  Direct  Conse- 
quence of  Them  at   31    (1970). 

*i  Interviews  with  Lulgl  Angelo,  Chief  Auditor,  Sugar  Division,  ASCS,  USDA — Jan. 
14.  1974  and  James  Agnew,  Chief,  Wage  Determination  Section,  Sugar  Division, 
ASCS.   USDA.  Feb.  5,   1974. 
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Brs  of  any  increase  in  wages  for  harvest  of  the  1971  cane  crop. 
[T.S-  Court  for  th«^  District  of  Columbia  reviewed  the  actiou  in 
FreemanJ^  The  court  found  that  USD  A  had  failed  in  the  following 
respects:  (1)  Contrary  to  the  practice  of  the  last  22  years,  the  de- 
termination was  not  issued  at  the  l>eginning  of  the  harvest  season, 
(2)  the  October  1971  press  release  stating  that  the  1970  wage  rates 
would  remain  in  effect  for  1971  failed  to  meet  the  administrative  pro- 
cedural requirements  established  by  USDA,  (B)  the  reliance  on  phase 
2  restrictions  on  wage  increases  was  unlawful  because  the  Economic 
Stabilization  Act  exempted  agricultural  workers  and  (4)  USD  A 
failed  to  adhere  to  the  establislied  criteria  for  providing  a  fair  and 
reasonable  wage.  On  tlie  basis  of  these  findings^  the  Secretary  of 
Agriculture  was  temporarily  enjoined  from  making  further  condi- 
tional payments  to  Louisiana  growers  and  USDA  was  directed  to 
issue  a  wage  determmation  based  on  the  five  criteria  required  by  the 
act,*^ 

Pursuant  to  this  order,  USDA  issued  a  new  wage  determination. 
The  wage  rates  under  this  determination  were  identical  to  the  1970 
rates.  In  its  statement  of  basis  and  considerations  for  keeping  the 
same  rate,  USDA  relied  on  the  fact  that  there  had  been  substantial 
financial  loss  from  hazardous  weather  and  an  increase  in  the  cost  of 
production  for  the  1971  harvest  season.**  In  issuing  its  permanent  in- 
junction on  April  30,  1973,  the  court  used  strong  language.  ^'We  can 
only  conclude  that  the  amended  wage  determination  is  a  thinly  dis- 
guised ^subterfuge  or  device'  to  evade  the  purpose  and  intent  of  tlie^ 
court's  order  of  October  27,  1972."  The  court  said  that  although  tht' 
Secretary  is  not  bound  by  the  administrative  record  developed  at  the 
iiiuiual  hearing,  *4n  view  of  the  defendants'  (U.S.D.A,  officials)  very 
questionable  conduct  in  the  handling  of  this  case— the  court  will  noil 
permit  defendants  to  base  new  wage  detenninations  (for  1971)  oal 
evidence  not  brought  during  the  Houma  Hearing,  . , ."  *^  I 

In  July  1973,  USDA  issued  the  second  amended  determination  in^ 
the  matter  of  the  1971  wages  at  issue  in  Freeman.  This  amended 
hearing  was  made  pursuant  to  the  April  13,  1973  court  order  and, 
does  not  give  any  statement  of  base^  and  considerations.  Tliis  com- 
plies with  7  CFli,  §  802,7  wliich  provider  that  an  amended  determi* 
nation  can  be  issued  without  holding  another  hearing.**^  Under  this 
procedure,  there  is  no  way  to  assure  that  the  standards  set  forth  in 
7  U,S*C,,  §  1135  have  been  adliomd  to.  This  effectively  means  tliat  the 
only  medium  i]i  wliich  workers  can  test  the  validity  of  an  amendedJ 
wage  determination  is  another  lawsuit*  S 

The  present  powers  of  tlie  Secretary  are  broad  enough  to  enact" 
the  regulations  suggested  by  the  worker  advocates  to  increase  the  i^al, 
wages  and  improve  the  working  conditions  of  the  sugar  worker/^  It  i 


*^.Frefitum   \\   UM,  Depnrtmeftt   of  AgHcitttHref  350  F,   Supp,   45T   ID.D,a   1972).  S( 
fltsn  Angel  V.  Hardin,  CItU  Action  No.  C-2784    (D.C.  Colo,  filed  Dec.  9.   19T1). 

*'-  Id. 

«  ST  F.R.  2532*^  (Xov^mber,  1072).  Tlipse  cfm^^WemtfooH  reduct^  tht^  rtowqth  nblUtS 
to  pay  and  were  nllej^edly  justlfled  on  the  grounds  that  the  powers  ability  tii  pay  wiiB 
a  recop^nized  i^tandiird  for   determining  worker  wngefl. 

^  Freeman  v.  thttitfd  States  I}epartm&nt  of  AgricuUure.  Civil  AcUoii  Ko.  1490-T2 
(D,D.C.    filed   April   30,    1&73>. 

*«  Federal  Register  25322  (1072)  ;  38  Fed.  Re^.  18153  (1073). 

*^ln   Angel   v.    Hardin   HUpra^^   Judge   Arraj   stated :   We   wonld   rend    the   Su^ar  Mt 
as  granting  the  Secretary  very  broad   powers   to  Increase  the  real  wageg  aiid   working ^ 
conditions   of  sugar  workers.   To   enact  all   tbo   regulRtlona  recommended   by    thi 
tfffa*  representatfrea  would  certainly  be  within  the  perimeter  of  hia  powers. 
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Tear,  nonetheless,  from  Freeman,  that  this  broad  delegation  is  open 
o  abuses.  The  regulations  permit  the  Secretary  to  decide:  (1) 
Pfhether  an  annual  hearing  will  be  held,*^  (2)  who  will  act  as  hearing 
afficers,  (3)  what  weight  will  be  given  to  evidence  on  the  record  and 
bo  information  gained  from  collateral  sources,  (4)  whether  an 
amended  determination  will  be  issued  without  a  new  hearing.*®  This 
state  of  affairs  means  that  the  sugarcane  worker's  only  means  of  de- 
termining that  he  has  received  a  lair  and  reasonable  wage  according 
to  the  law  is  a  lawsuit.  Workers  should  not  have  to  engage  in  costly 
and  lengthy  litigation  to  obtain  a  fair  determination.  The  mechanism 
for  preventing  abuses  must  be  embodied  in  legislation  which  guar- 
antees that  fair  and  reasonable  procedures  will  be  adopted  and  em- 
ployed in  the  administrative  adjudication  of  important  rights. 

C.  Improper  wage  deductions 

USDA  permits  Louisiana  sugar  growers  to  deduct  from  the 
workers'  wages  payments  made  to  third  parties  on  behalf  of  the 
workers.  This  onerous  practice  is  specifically  sanctioned  by  7  CFR 
§864.25.  The  only  condition  by  which  USDA  limits  this  practice  is 
the  requirement  that  the  worker  gives  his  written  consent  to  the  de- 
duction. The  operative  effect  of  this  regulation  is  to  allow  growers 
tind  plantation  company  store  owners  to  maintain  a  system  through 
which  plantation  workers  are  kept  in  debt  and  consequently  tied  to 
the  sugar  cane  fields.  This  practice  is  extremely  undesirable  because 
it  curtails  the  initiative  of  the  workers  and  protects  a  system  of  in- 
debtedness which  keeps  the  sugarcane  worker  forever  beholden  to  the 
grower  and  the  company  store  owner.  Most  important,  however,  is 
the  fact  that  such  a  regulation  is  offensive  to  our  system  of  justice. 
The  Supreme  Court  of  the  United  States  has  made  it  clear  that  the 
usual  garnishment  remedies  are  sufficient  to  protect  the  rights  of 
creditors.^®  Furthermore,  there  is  a  heavy  burden  on  the  opposing 
party  to  prove  that  an  individual  has  waived  his  right  to  legal  proc- 
ess." The  case  of  the  Louisiana  cane  worker  argues  heavily  against 
waiver.  Workers  are  often  illiterate  and  are  always  in  an  unequal 
bargaining  position. 

Similar  USD  A  administrative  regulations  from  other  producing 
areas  have  been  the  subject  of  review  in  the  lower  federal  courts. 
h  Rodriquez  v.  Zimbelmann^  317  F.  Supp.  921  (D.C.  Colo.  1970), 
the  court  found  that  an  administrative  regulation  which  stated  that 


« While  the  regulations  do  not  specifically  require  annual  hearings,  the  court  has 
round  the  conduct  of  the  Department  to  imply  an  interpretation  of  the  law  as  requir- 
ing an  annual  hearing,  Freeman. 

«7  CFR  5  802.7. 

"In  8nia4€U!fh  v.  Family  Finance  Corporation,  395  U.S.  337  (1968)  the  court  con- 
demned a  state  law  which  allowed  wages  to  be  frozen  prior  to  notice  and  hearing  being 
given  the  wage  earner.  It  was  pointed  out  that  wages  were  a  "specialized  type  of 
property."  The  fact  that  creditors  usually  have  a  leverage  over  wage  earners  was  sig- 
nificant in  leading  the  court  to  hold  that  due  process  required  notice  and  hearing  prior 
to  wage  garnishment.  It  can  certainly  be  argued  that  federal  procedures  which  per- 
mit employers  to  deduct  wages  from  the  cane  workers*  pay  check  do  not  meet  the 
Sniadach  requirements.  The  worker's  written  consent  to  allow  the  deductions  In  favor 
of  third  parties  does  not  dispose  of  the  issue  of  notice.  It  cannot  be  assumed  that 
written  consent  constitutes  waiver  and  that  the  regulation  is  valid  since  the  worker 
is  free  to  refuse  to  allow  the  deductions.  There  is  a  heavy  burden  against  the  waiver 
of  the  constitutional  right  to  due  process  of  law.  See  Aetna  Ins.  Co.  v.  Kennedy,  301 
U.S.  389,  393  (1937).  It  Is  highly  probable  that  a  plantation  worker's  consent  to  have 
part  or  all  of  his  wages  paid  to  the  company  store  would  not  meet  the  test  of  volun- 
tary, knowing,  and  intelligent  waiver.  See  Overmeyer  v.  Frick,  405  U.S.  174,  185 
(1971)  where  the  court  applies  this  standard  to  the  waiver  of  property  rights. 

a  Id. 
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work  must  be  paid  in  ftill  prohibited  a  producer  from  making  dedu 
tions  from  a  worker's  wa^es  for  the  benefit  of  third  parties.^^  Tl 
court  found  that  the  practice  which  had  been  approved  hy  the  Sta^ 
Administrator  of  the  Agricultural  Stabilization  and  Conservatic 
Service  was  completelv  out  of  haiinony  with  the  provisions  of 
U,S,C.  §n81(c)55  and  7  CFR  J  862,13,  The  court  condenmed  tl 
practice  whereby  a  producer  utilized  his  advantageous  i>osition  to  ai 
as  a  collection  agent,  avoiding  for  his  clients  the  necessity  of  obtaij 
ing  a  judgment  and  following  correct  legal  processes  such  as  attacl 
ment  and  garnishment  pi'ocee dings. 

The  Louisiana  regulation  which  is  presently  in  force  should  not  1 
allowed  to  stand  in  the  light  of  the  court's  reasoning  in  Rodrigue 
This  is  especially  compelling  in  view  of  tlie  fact  that  the  plantatic 
system  lends  itself  to  collusive  third  party  assignments.^^  Tlie  fat 
that  there  was  no  authorizing  regulation  permitting  the  practice  cor 
demned  in  Rodriguez  should  not  l>e  controlling.  Salazar  v.  Ilardk 
314  F.  Supp.  1257  (DX-.  Colo.  1970)  supports  the  proposition  tha 
the  fair  and  reasonable  wage  standard  requires  that  the  worke 
should  receive  his  full  payment  free  of  any  deductions  except  thos 
validly  authorized  by  law*  In  Salazar^  the  court  ruled  on  the  validit; 
of  an  administrative  regulation  ^*  which  allowed  producers  to  utili& 
labor  conti-actors  who  deducted  their  comuiissions  from  the  wages  o 
.suf^ar  workers  before  making  payment.  The  court  found  that  the  regu 
I  at  ion  was  iii  valid  since  it  was  inconsistent  with  the  intent  of  Cor 
gress  to  assure  full  payment  to  workers  of  at  least  a  minimum  wage. 
Suico  the  regulation  m  question  had  been  used  to  frustrate  this  pui 
pose  J  it  could  not  stand.  Close  scrutiny  of  the  Louisiana  regulatic 


■^=^7  CFR  S  862.13  road:  WorkerH  shuU  bt'  paid  !d  cnsh  for  all  work  ijerformed.  I>efiy 
tinu*<  from  cafsh  paym*'ntft  ure  pprralttpd  ami  mtiy  In*  mndi^  for  cfisli  udv^ano^B 
workpr^  undn  in  ih^  ^mi^iiuLvi  nf^ri^f'd  upon,  for  it^mh  furnlKbed  Biinb  aB  meali^  a: 
transportation  iiDd  fnx  mandatory  deduct  I  wiis  f>r  \i'ithliftld!ng  required  hy  Inw.  D^di 
tlotis  may  tiot  be  made  fur  payments  to  a  labtir  t^ontrat'tor  or  Kuperriaor  for  thi 
Kerrtt'es.  or  far  Items  whlcb  the  prodfii"ier  npre'i^cl  to  furnfi^h    worker   free   of  cbarireK 

Cora  pare    tbe    present    admin  Istrntive    re^tilatUm  :    T    CHP    ^  HfiS  j3     (a    payment 
dPptH   orljdnally   ln<?urred    with    someoi^e   other    tbun    tbe    prodncerp    except    us    reqnir'* 
iind  provided  under  applicable  KJ^^nTsliment  Rtatiites  or  by   teaal   proce!^^. 

*''' Peter  Schuck  In  an  article  '*T1(h1  to  th^-  Sugar  Lands,"  pagt  .^8,  The  Satitrdfl 
Reriew  far  May  6.  1&72.  described  the  3itii:tHon  appropriately :  '"Workurs  of teTj  irf 
foi*r3  oil  credit  at  stores  located  on  the  plantations;.  Once  'company  stores'  run  hy  th 
1,^0 wer«,  the  attires  are  now  frequently  leased  to  oiitslder^*— a  dubious  Improvcmen 
frohj  tlM*  WDrki?rs'  point  of  view.  The  com  puny  store  charced  exorbitant  prices*  Jin 
*>s:  ten  lied  free  credit.  Tbe  leased  P  tores  have  lower  prices  but  crlppllnpr  rutes  of  Intel 
est.  Seo  alBO  Pntfiy  Sims.  Behind  thp  Cftne  Curtain,  reprint  of  a  series  nppenrlDir  i 
The  .States  Item  (New  Orlenna)  from  March  19-ApriI  6,  1373  at  cbitpter  10,  coK 
utifJ   f*  of  i'(?rirint. 

"The  appUcable  pnrtlon  of  7  CFR  3^02.15  read  in  ronjunction  with  7  CFK  I  SB2. 
prnvlded :  A  prodsicer  of  KUi^ftrbe^ts  fthal)  hi*  de^mt^d  to  have  compiled  with  the  wsg 
provisions  of  the  act  if  mil  pf^rHons  employed  on  the  fnrm  In  prodTictlon,  ciinivnttoi 
or  barvestlni?  of  isui^arbeets  a»  provided  In  |  863.13,  i^ball  have  been  paid  in  atcort 
a  nee  with   the  following : 

If  a  produeer  employes;  workerE4  thron^b  a  labor  contractor  or  crew  lender  and  mftki 
payment  of  workers'  wngea  to  him-  the  producer  shall  obtain  from  such  eontracttjr  t 
crew  leader  (b.}  a  copy  of  bl?*  authorization  signed  by  each  worker  to  collect  wa(c< 
due  each  sueli  worker;  (b)  a  Wfige  r**eord  sheet  phow^n^  the  amounts  earned  and  di 
each  worker;  nnd  (c>  n  written  representation  that  be  will  pay  to  ench  worker  tl 
wage  rates  agreed  upoo  by  the  contractor  and  the  producer  but  In  no  event  less  tltii 
those   provided   by   this*   part, 

Compjire  the  present  regi^lstlon.  7  CFR  f  Sfl2.13  ib)  :  The  producer  shall  fornh 
the  worker  at  the  time  of  payment  of  waires  or.  If  payment  of  wages*  la  made  throijj 
a  Inbor  cont.rnctor  of  crew  leader^  require  the  lahor  contratrtor  or  crew  leader 
foralsb  the  worker  lit  the  time  of  payment  of  wrigea  a  statement  ^ihowlnff  the  pi 
diicer's  and  worker's  names,  irrosf?  earnlni^B,  the  Items  an(I  amounts  of  deductiouF^  ft3 
net  earnings  of  the  worker,  and  the  producer  or  Inbor  contractor  or  crew  leader  ski 
obtnin  the  worker*«  signature  aeknowledelng:  receipt  of  the  a  mount  of  wages  rec  " 
which  shall   In   iso  event  lie  less  than    that  required,  by   this   part. 

»  Sclasrar  v.  Hardin  at  125». 
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compels  a  finding  that  the  regulation  is  defective  on  the  strength  of 
Sdazar. 

7  C.F.E.  §  864.28  establishes  an  administrative  procedure  whereby 
the  worker  may  make  claims  for  unpaid  wages  to  the  local  Agricul- 
tural Stabilization  and  Conservation  County  Committee.  This  pro- 
cedure is  inadequate  to  assure  the  imp^tial  adjudication  of  worker 
claims.  The  county  committees  are  dominated  by  growers  and  include 
no  representatives  of  the  workers.'®  Workers  have  not  used  this  pro- 
cedure in  fear  of  reprisal.*'^ 

Full  protection  of  the  worker's  claim  demands  that  (1)  the  regula- 
tion allowing  deductions  should  be  discontinued  and  (2)  that  the 
workers  should  be  represented  on  the  county  committees. 

CONCLUSION 

The  evidence  supports  the  need  to  change  the  wage  provision  of  the 
Sugar  Act:  living  and  working  conditions  of  the  cane  workers  are 
poor;  the  policy  of  the  act  that  the  workers  share  in  the  benefits  of 
the  industry  has  not  been  fulfilled ;  and  the  administration  of  the  act 
by  USDA  has  been  inadequate,  very  inadequate.  USDA  has  ample 
power  under  the  present  act  to  make  decent  regulations  to  remedy  the 
problems.  Its  decision  not  to  do  so  reveals,  in  my  opinion,  that  its 
orientation  is  directed  to  the  growers'  interests. 

I,  therefore,  support  the  amendments  submitted  by  Congressman 
Ford.  The  amendments  go  a  long  way  towards  accompli^ing  the 
equitable  goals  of  the  Sugar  Act. 

Mr.  Bergland.  Thank  you  very  much,  Ms.  Guillory,  for  your  testi- 
mony. 

In  keeping  with  the  practice  of  this  committee,  we  would  ask  you 
to  stay  in  the  committee  room  and  after  we  have  heard  from  all  the 
witnesses  this  morning,  we  will  call  you  back  for  questions  which 
may  be  asked  of  you. 

Ms.  Guillory.  Thank  you. 

The  Chairman.  Our  next  witness  is  Sister  Anne  Catherine,  execu- 
tive director  of  the  Southern  Mutual  Help  Association,  Abbeville, 
Louisiana. 

Sister  Anne. 

Mr.  Bergland.  May  I  ask  that  you  use  the  microphone,  please,  so 
we  may  hear  you  ? 

STATEMENT  OP  SISTER  ANNE  CATHERINE  BIZAUON,  EXECUTIVE 
DIRECTOR,  SOUTHERN  MUTUAL  HELP  ASSOCIATION,  ABBEVILLE, 
LA. 

Sister  Bizalion.  For  over  four  years  now  SMHA  has  been  involved 
with  all  aspects  of  the  life  of  sugarcane  farm  workers  in  Louisiana. 
We  are  coming  to  joxx  with  information  that,  we  know,  nobody  else 
has  and  that  we  thmk  is  essential  for  adequate  legislation. 

"Hearings  on  Extension  of  the  Sugar  Act  before  the  Committee  on  Agriculture  of 
the  House  of  Representatives,  92d  Cong.,  lat  sess.  at  200  (1971). 

^Id.  at  118.  See  also  testimony  of  Lorna  Bourg,  hearings  on  Sugar  Cane  Wages  and 
Prices  in  Louisiana  Houma,  La.,  June  5,  1978  on  file  of  U.S.  Department  of  Agricul- 
ture,  docket   No.   SH--317. 
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With  your  permission,  the  three  of  us  liere  will  present  a  different 
aspect  of  that  information*  Mr*  Gustave  Rhodes  is  a  farm  worker, 
He  has  lived  on  a  farm  all  of  his  life*  He  started  working  in  sugar 
cane,  fnll  time,  at  age  14*  He  is  also  the  president  of  Southern  Mutual 
Hc^lp  Asso(^iation.  He  will  be  able  to  share  his  personal  experience? 
of  life  on  a  sugar  cane  plant rfion, 

Dr*  Peter  Dickinson  is  association  professor  of  statistics  at  the  Uni- 
versity of  Southwestern  Louisiana*  He  was  recently  awarded  the  diS' 
tinction  of  "outstanding  educator  of  the  year"  by  the  Lafayette, 
Louisiana,  Jaycees.  He  will  report  on  a  survey  made  this  past  month, 
under  his  direction,  across  the  su^ar  cane  area  of  South  LouisianaJ 
I  am  the  executive  director  of  SStHA.  I  will  comment  on  the  planta 
tion  system  and  its  effects  on  the  lives  of  farm  workers. 

One  of  the  purposes  for  this  bill  is:  *'To  pi'otect  the  welfare  of 
eonsiuners  of  sugar  and  of  those  engaged  in  the  domestic  sugar  pro 
diicing  industry," 

^fr.  Chairman,  from  the  announcement  you  made  early  this  year, 
it  is  clear  that  the  consumers  have  been  prott^cted  by  the  Sugar  Aci 
since  "Today  the  price  (of  sugar)  in  the  American  market  is  aboii 
5  cents  below  the  world  price.  At  the  same  time  it  has  provided 
American  producers  with  a  reasonably  pi'ofitable  crop*"  How^ever,  ifi- 
is  also  clear  that  sugar  cane  laborers  have  not  benefited  from  the. 
present   legislation   in  spite   of   Congress'   intention   to   give    farm? 
workers  a  "fair  and  reasonable"  wage. 

I  would  like,  at  this  point,  to  introduce  for  the  record  a  series  pub- 
lished a  year  a|ro  in  a  New  Orleans  newspaper,  the  States  Item^  as  a 
result  of  extensive  observation  and  shared  living  by  an  objective  and 
independent  observer. 

IMr*  Bekglajs^d.  Sister,  may  I  interrupt  you  at  this  point  ?  Is  this  an^^ 
extensive  bit  of  material  that  you  wish  to  submit  for  the  record? 
Perhaps  it  would  be  better  to  have  it  in  the  file  for  reference* 

Sister  Bizaliox.  I  would  like  it  in  the  I'eeord  if  it  were  possible. 
T  have  copies  here  I  will  pass  around  for  the  members. 

Mr.  Bergland.  I  think  it  would  be  more  appropriate  to  put  it  in 
the  file  for  i"eference.  It  will  have  the  same  effect*  If  there  is  no  oh-  m 
jection,  that  will  be  done*  ■ 

Sister  Bizauon*  Veiy  welL  I  have  copies  I  would  like  to  pass 
around  after  my  presentation, 

Mr.  Bergland.  We  will  be  happy  to  receive  it. 

[Material  referred  to  may  be  found  in  the  files  of  the  committee*] 

Sister  Bizalion,  If  I  had  time^  I  would  give  you  a  number  of  ex- 
amples which  I  wnll  summarize. 

Jlrs,  A  has  10  children.  She  has  to  borrow  money  to  buy  food 
stamps.  She  cannot  on  the  full  time  work  of  her  husband  have  m 
enough  money  to  buy  her  food  stamps.  f 

^Irs*  M  is  a  young  woman  who  just  recently  was  expecting  her 
first  baby.  The  baby  died  on  the  way  to  the  hospital.  Why?  The  only 
hospital  she  could  attain  was  70  miles  away.  She  had  to  pass  a  num- 
ber of  other  hospitals,  one  only  five  miles  away — not  because  she  is 
black,  but  because  she  could  not  afford  it, 

A  young  boy,  14  years  of  age,  is  placed  in  a  special  education  class, 
not  because  he  is  retarded,  but  because  of  the  syst^sm  which  has  made 
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him  unable  to  attend  regularly  classes  and  he  had  been  passed  from 
grade  to  grade  so  much  that  now  he  only  has  a  second  grade  readmg 
level  because  he  is  a  plantation  kid. 

There  is  nothing  unusual  in  all  these  examples.  They  all  typify  the 
world  of  the  sugar  cane  plantation  of  south  Louisiana. 

Yes,  it  is  true,  the  average  wage,  under  the  Sugar  Act,  is  now  $2.00 
an  hour  in  Louisiana,  for  a  tractor  driver.  But  how  many  workers 
have  enough  working  days  to  even  buy  their  food  stamps  without 
having  to  borrow  ?  Ajid  in  the  first  place  why  should  they  even  have 
to  depend  on  food  stamps  ? 

Shouldn't  the  wage  or  a  skilled,  hard-working  laborer  be  adequate 
to  support  a  family?  And  how  is  it  that  in  the  plantation  system  the 
farm  worker  would  be  placed  in  a  position  of  not  even  knowing  what 
his  boss  is  reporting  to  the  welfare  department  or  to  the  hospital, 
preventing  him  from  rightfully  taking  advantage  of  their  services? 
In  how  many  instances  are  the  utilities,  the  debt  at  the  company 
store,  the  doctor  and  drug  bills,  being  deducted  from  his  paycheck 
without  the  farm  worker  having  a  say  in  the  deal  or  even  really 
knowing  how  much  he  owes  and  to  whom. 

I  have  with  me  some  stubs  of  paychecks  and  W-2s,  which  I  shall 
be  glad  to  share  with  you.  I  will  not  leave  them  with  you  because 
of  possible  retaliation,  but  if  anybody  is  interested,  I  will  be  glad 
to  show  them  to  you. 

Of  course,  the  worker  could  protest  the  situation  if  he  knew  it 
could  be  different,  or  if  he  was  not  afraid  to  be  fired  and  to  fijid 
himself  and  his  family  without  a  home,  without  a  job,  without  other 
skills,  with  little  or  no  formal  education  and  without  any  savings. 

What  about  health?  A  survey  made  by  Tulane  medical  students 
under  the  direction  of  public  health  physicians  revealed  these  in- 
credible facts.  Out  of  37  adults  only  2  were  found  medically  normal 
and  only  8  were  not  in  need  of  inmiediate  medical  care.  A  total  of 
102  pathological  diagnoses  were  made  and  only  12  medical  problems 
were  currently  under  the  care  of  a  physician. 

I  would  like  to  enter  into  the  record  this  health  survey  which  I 
have  herd  and  also,  I  have  copies  for  everyone  of  the  committee 
members. 

Mr.  Bergland.  Is  that  an  extensive  survey? 

Sister  Bizauon.  No,  it  is  not  very  extensive. 

Mr.  Bergland.  May  we  put  that  in  the  committe  files?  Without 
objection,  we  shall  do  that. 

Sister  Bizalion.  If  it  has  the  same  effect. 

Mr.  Bergland.  It  has  the  same  effect.  Sister  Anne. 

Without  objection,  it  will  be  made  a  part  of  the  committee  files. 

[The  information  may  be  f oimd  in  the  files  of  the  committee.] 

Sister  Bizalion.  Should  we  speak  of  education?  You  may  know 
that  the  State  of  Louisiana  is  50th  among  the  States  in  degree  of 
illiteracy.  Most  of  this  situation  is  due  to  low  educational  level  on  the 
plantation.  Even  the  present  efforts  made  by  the  State  Department  of 
Education  to  correct  adult  illiteracy  cannot  really  succeed.  The  plan- 
tation system  has  developed  a  world  apart  with  a  culture  of  its  own, 
almost  a  language  of  its  own,  a  people  for  whom  contacts  with  the 
rest  of  the  world  is  often  a  traumatic  experience. 
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This  is  the  world  of  the  sugar  cane  plantation  a  world  where  the 
so-called  **prot^ctive  hands  of  the  Secretary  of  Agriculture/-  using 
the  Sugar  Act,  as  it  now  exists,  have  maintained  poverty,  ill  health, 
low  educational  attainment  dependency,  fe-ar,  for  thoiisnnds  of  fam- 
ilies in  an  are-a  co^^eiing  moi'e  than  one-foniih  of  the  State  of 
Louisiana* 

Mr*  Rhodes  has  entei^ed  his  statement  in  the  I'ecord.  You  will  be 
able  to  ask  him  any  questions  you  wish  to  ask  on  the  farm  workers 
I  life  and  work  and  I  will  later  summarize  our  position. 

[The  statement  of  Gnstave  Rhodes  follows  i] 


Statement  or  GuatAVK  RhodeBt  PBEsiDEKf, 

ABSOClATlOIf,   Ii^c. 


SoiJTHESJr  MUTUAi-  Help 


My  name  is  Gustave  Rhodes.  I  work  for  South  Coast  Corporation.  I  Uve 
umr  NaiM>leonviUe,  Louisiana,  on  the  Elm  Hall  Plantation. 

My  Uvlng  atandards  are  somewhat  better  than  most  of  the  other  caae  field 

workers,  I  hove  nmning  water  in  my  house  and  also  toilet  facilities,  I  know 

I  many  other  large  ffinns  that  do  not  have  those  convenieiures  for  tJieir  workers. 

T  have  year  nnuul  work,  however  I  know  many  regular  workers  living  on 

I  other  large  farms  who  do  not  have  re^lar  day  in  and  day  out  work.  Many 

of  the  reirular  year  round  workers  on  many  large  farms  in  Louisiana  do  not 

have  work  in  Janiiary  and  part  of  Febrruiry.  The  farm  workers  are  not  covered 

by  unemployment  insurnnce  and   if  work   m  not   available,   they   are  forced 

to  borrow  money  from  the  farm  operator,  and  they  are  therefore  never  able 

to  keep  tJieir  head  above  water.  The  Income  of  tlie  cane  field  workera  i«  too 

I  low  to  allow  them  to  save  for  un worked  days.  fl 

The  cane  field  workers  of  Louisiana  request  the  Congress  of  the  United  StJites  ^ 

I  to  work  towards  eliininating  xM>verty  In  the  cane  fields  of  the  United  States. 

Mn  Bergland.  Thank  you  very  much.  Sister  Aimc.  Mr.  Rhodes, 
your  statement  is  part  of  the  record  and  we  will  ask  you  questions 
later.  h 

Dr.  Dickinson,  you  may  proceed.  H 


STATEHEKT  OF  DR.  PETEE  DICKINSON,  ASSOCIATE  PHOFESSOR  OF 
STATISTICS,  UmVEESITY  OF  SOtTTHWESTEEN  LOXTISIAKA 

Dr,  DiCKtKSOK,  Mr.  Chairman,  members  of  the  committee,  I  am 
Dr.  Peter  Dickinson,  an  associate  professor  of  statistics  at  the  Uni- 
versity of  Southwestern  Louisiana.  I  received  my  doctorate^  at  Rut- 
gers  St^te  University  and  have  been  teaching  in  Lafayette,  La,  since 
1960. 

I  would  like  to  draw  attention  to  the  financial  plight  of  the  sugar 
cane  worker.  The  most  obvious  fact  arising  from  the  survey—  and 
the  survey,  I  hopej  will  be  part  of  the  record.  It  is  included  with  my 
statement  here.  ^ 

The  most  obvious  fact  arising  from  the  survey  was  the  poverty  level 
income  that  all  workers  received.  Even  if  wives'  incomes  and  other 
sources  were  included  the  income  of  $3,250  was  still  only  58'  percent 
of  the  poverty  level  of  $5,550  on  a  family  of  6  at  stated  by  OEO. 

If  only  a  worker^s  income  of  $3^000  was  consideiTd  and  an  average 
hourly  wage  of  $2  was  assumed  then  the  worker  is  paid  for  1,500 
hours  work*  This  is  a  reduction  in  tlie  estimated  number  of  hours 
worked  in  1970  of  lj756  hours.  So,  although  hourly  wages  have  in- 
creased the  number  of  hours  worked  has  decreased,  thus  providing 
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only  a  small  increase  in  yearly  income.  To  provide  an  income  of  $5^50 
based  on  1,500  hours  work  the  worker  should  be  paid  $3.70  an  hour. 

The  largest  part  of  a  workers  budget  goes  on  food,  $37  a  week  or 
59  percent  of  his  family  income.  This  is  nearly  twice  the  amount 
recommended  by  the  Government  to  be  spent  on  food.  Even  with 
this  large  amount  spent  on  food  the  nutritional  diet  has  not  changed 
significantly  since  1970.  In  fact  the  biggest  difference  was  that  twice 
as  many  families  drink  milk  daily  in  1973  than  they  did  in  1970. 
Often  items  of  diet  remained  fairly  constant  except  for  the  eating 
of  vegetables  and  fruit  which  showed  an  increase. 

The  second  largest  part  of  a  workers  budget  was  in  payment  debts. 
The  avera^  amount  owed  was  approximately  $400  with  several 
workers  owing  $800  or  $900  and  even  one  owing  $2,000.  Most  money 
was  owed  to  the  loan  and  finance  companies  and  the  second  largest 
amount  was  owed  to  the  company  or  owner. 

The  remaining  income  was  spent  on  medical  costs,  utilities  and 
sundry  items  which  we  did  not  investigate  very  fully. 

A  significant  fact  was  that  49  percent  of  the  workers  did  not  re- 
ceive their  full  wages  in  cash. 

In  conclusion,  although  wages  have  increased  by  8  percent  a  year 
since  1970  the  worker  still  only  receives  58  percent  of  the  minimum 
poverty  level  of  $5,550  for  a  family  of  6  as  recommended  by  OEO. 

The  actual  survey  and  report  on  the  surveys  we  should  like  to 
put  in  the  record. 

Sister  Bizamon.  Before  I  make  my  conclusion,  I  would  like  to  ask 
if  you  could  pass  around  these  pictures  to  give  you  an  idea  of  the 
situation  on  the  farms. 

In  conclusion,  I  will  only  read  an  excerpt  from  an  editorial  in  the 
States  Item  summarizing  the  conditions  "Behind  the  Can  Curtain :" 

The  men,  women  and  children  who  peopled  "Behind  the  Can  Curtain"  are 
unfortunately  real.  They  are  in  a  rut,  much  Uke  the  mud  ruts  in  the  horrible 
roads  that  criss-cross  the  cane  fields  in  which  they  labor.  The  rut  is  the 
system,  an  economic  dead-end  road  that  no  one  group — not  the  cane  growers, 
not  the  government,  not  the  workers  themselves — can  change  alone.  As  long 
as  the  Department  of  Agriculture  and  the  growers  set  inequitably  low  wages, 
those  families  will  never  reach  the  quality  of  life  that  is  America's  long-made 
promise,  and,  even  more  importantly,  the  basic  freedom  of  a  man  or  woman 
to  determine  as  best  as  possible  his  or  her  own  destiny. 

Grentlemen,  you  have  now  the  opportunity  to  begin  changing  that 
system  in  voting  for  all  provisions  of  the  equitable  benefits  amend- 
ment. We  plead  with  you  not  to  lose  this  opportunity.  Not  only  will 
the  15,000  cane  workers  of  Louisiana  be  grateful  but  other  thousands 
of  small  businessmen  will  benefit  from  it.  Yes,  the  total  economy  of 
south  Louisiana  will  change  from  the  economy  of  an  undeveloped 
country  to  that  of  the  mainstream  of  America,  the  richest  country 
in  the  world. 

Mr.  Berqland.  Sister  Anne  Catherine,  we  appreciate  you  and  your 
associates  coming  this  morning  to  present  this  evidence. 

Dr.  Dickinson,  your  survey  will  be  made  a  part  of  the  record. 

The  charts  and  appendices  attached  will  be  made  a  part  of  the 
files.  If  there  is  no  objection  to  that,  it  is  so  ordered. 

[The  information  may  be  found  in  the  files  of  the  committee.] 
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[The  survey  referred  to  follows :] 

A   StTRVET   OF    SUGAE   CaNE    B'ABM    WOEKERS    1973-74  J    MAI>E    FOB   THE    SOUTHEBS 

MCT0AL  Help  Association,  Inc.,  (PBiaaMiNARY  Report  by  Petee  C.  Dickti^sok) 

1.    OBJEdlVE 

To  collect  data  on  the  worker  and  bis  family  and  to  describe  hiB  patterns  of 
consumption,  living  standards^  housing  conditioas,  and  his  health  and  diet.        ^ 

•2.  MfrrnoD  ^1 

A  ten  parish  ai^ea  wab  considered  for  the  eurvey  and  the  assumption  was 
made  tliat  the  forms  in  this  area  would  not  diCfer  wldejy  fMm  parisJi  to  parish 
hi  the  characteristics  being  considered*  It  was  assumed  that  there  would  be 
differeJicea  based  on  tlie  size  of  the  farm  involed.  Therefore,  farms  were  classi- 
fled  into  three  gTaui>s  of  499  acres  or  less,  500-^9  acres  and  lOOO  acres  and 
over.  The  number  of  farms  sampled  was  in  proportion  to  the  number  of  farms ^^ 
ill  each  ^oup.  For  the  small  farms  all  workers  were  mirreyed  whereas  fosfl 
large  farms  a  random  sample  of  workers  were  surveyed  from  each  farm.  ^B 

The  interviewers  were  college  students  and  were  instructed  in  interviewing 
techniques  prior  to  ciirrylng  out  tlie  survey.  It  should  be  pointc*d  out  that 
the  following  persons  were  mainly  responsible  for  the  preparation  of  the  qnes- 
tionaire  and  the  actual  surveylng^  of  the  farm  workers :  Students  of  St*  Ed- 
ward's University,  Austin,  Texas  (Fr.  George  Celestine,  Dave  Maucli,  Lisa 
Crowell,  Jonathan  Foose)  ;  nlso  Dr.  Clyde  Col  lard,  Marty  Maddux,  Mr,  &  Mrs, 
Lester  Edwards  (UYA  Students)  from  the  University  of  Southwestern  ^ 
Louisiana. 

The  number  of  workers  surveyed  was  mifficient  for  our  estimates  to  b^^ 
within  10%  of  the  true  total  re»i>onses  for  all  workers.  But  due  to  tim^^ 
considerations  the  collection  and  tabulation  of  all  sample  questionnaires  is 
not  yet  complete  and  hence  this  could  be  considered  a  preliminary  repor 
based  on  69  workers, 

A  significant  fact  was  that  the  interviewers  started  to  find  that  worker__ 
were  no  longer  on  the  farms.  The  reason  for  this  may  be  many  but  mo^^ 
cane  workers  «re  not  migrant  workers  and  live  on  the  farms  full  time,  Fcn^ 

them  to  take  the  step  of  leaving  tliese  homes  must  be  an  important  signal 

the  o^^Tiers  that  the  farm  worker  Is  beci>ming  more  independent  than  befor      ^ 
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The  qnestaonaires  were  coded,  key  punched  and  analysed  on  the  Univac  ^B 
computer  at  the  University  of  Southwestern  Louisiana.  Total  frequency  ta^^rz^ii 
lations  for  each  question  have  b(ien  included  in  Appendix  1  which  a—  "Mso 
contains  a  copy  of  the  qnetstionnaire, 

Tlie  results  are  for  a  total  of  69  workors  although  for  some  questions    ':wiot 
all  68  workers  responded.  It  was  found  that  there  were  no  significant  dlEf^er- 
enees  by  parish  or  by  ^ize  of  farm  at  this  point  although  these  factors  ^^vili 
be  investigated  in  the  final  report. 

(a)   Workers  brfck^rormd 

A  typical  farm  worker  is  on  the  average  44  years  old  and  has  spent  an 
average  of  nearty  23  years  on  the  farm.  His  wife  is  approximately  41  years 
okL  The  job  held  by  W%  (out  of  09)  workers  was  tractor  drivers. 

The  average  number  of  children  in  a  family  is  3.9*  Ten  families  interviewed 
had  over  10  childreJi.   The  educational   backgrcumd  of  most   parents   is  very 
lM>or  with  92%   (out  of  48)   of  the  males  and  98%    (out  of  47)   of  their  wives 
having  dropped  out  of  school.  Based  on  the  workers'  response  25%  said  thi^y 
could  not  read  or  write  and  for  their  wives  12%  said  they  could  not  read 
or   write.   The   figures   released   by   the   Public   Affairs   Besearcli    Council   of 
Louisiana,  Inc.  indicate  tliat  30%   and   over  of  Negro   adults   had   less   fhstn 
fi  years  of  8chiKilin?c  in  1970,  Most  persons  require  at  l^ist  5  years  of  schooliai^ 
to  be  able  to  read  and  write  hence  our  survey  wajs  possibly  an  under  eetimati  ' 
of  the  true  percentage  of  persons  who  could  not  read  or  write. 

For  the  272  children  in  the  69  families,  47  are  in  Kinrlprgarten,  43  are  I 
4-6  grades,  101  are  in  grades  6  and  over.  One  disappointing  fact  was  tha^ 
only  4  chUdren  were  in  S^iecial  Education  programs. 
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(b)  Income 

Questions  were  asked  about  total  yearly  income  and  hourly  wages  for 
planting,  harvest  and  cultivation.  51  persons  responded  to  the  total  yearly 
income  question.  A  check  of  the  amounts  indicated  by  the  workers  is  being 
made  at  this  time  by  verification  of  their  W-2  forms.  It  has  been  found  that 
several  workers  do  not  receive  W-2  forms. 

The  average  wages  of  a  worker  was  $3000.  To  supplement  this  amount  only 

13%  (out  of  53)  managed  to  receive  or  earn  money  from  other  sources.  Wives 

(12)  also  suipplemented  the  family  income  by  an  average  amount  of  $750.  In  all 

the  average  income  for  a  family  was  $3250.  Based  on  previous  surveys  given 

in  testimony  in  the  USDA  1970  hearings  this  would  indicate  an  increase  of 

approximately  8%   a  year.  This  income  is  still  very  much  lower  than   the 

O.B.O.  minimum  poverty  level  of  $55150  for  a  family  of  six  in  1973.  Figure  1 

indicates  the  minimum  iwverty  level  and  adjusted  income  for  1970  and  1973. 

It  was  found  that  59%  of  the  workers  received  $2.00  an  hour  or  less  for 

planting.  25%    (out  of  54)   received  $1.90  an  hour  or  more  for  harvest  and 

16%  (out  of  ^)  received  other  than  $1.90  or  $2.()0  an  hour  for  cultivation. 

To  supplement  the  wages  of  workers  the  owners  provided  other  j0!|)s  to 
«>ine  individuals  but  only  four  persons  received  a  different  wage  for  the  vairlous 
jobs  undertaken. 

If  all  wages  were  bafled  on  $1.90  and  8  houis  a  day,  all  year  then  the  worker 
should  receive  approximately  $3950  but  this  is  not  the  case.  The  average 
hourly  wagii  is  closer"  to  $2.00  which  would  indicate  the  worker  is  only  paid 
for  1500  hours  woiic  ($3000  -f-  2.0)  which  is  about  37.5  weeks  in  the  j^ekr. 
Xlius,  the  worker  must  find  money  from  other  sources  to  help  pay  the  bills 
tor  the  other  14.5  weeks.  A  wage  of  $2.65  would  approximately  give  a  yearly 
income  of  $3950.  To  produce  a  wage  that  insures  a  minimum  income  of  $5550 
^^'ould  mean  the  worker  should  get  paid  $3.70  an  hour. 

(c)  Expenditures 

The  largest  expenditure  for  a  family  was  for  food.  The  average  anient 
spent  was  $87.00  a  week.  This  means  that  approximately  $1924  was  spent  on 
food  out  of ;  an  income  of  $3250.  This  represents  59%  of  the  families  income. 

There  is  still  a  lack  of  federal  assistance  and  53%  of  the  families  dpi^^not 
receive  any  kind  of  assistance  either  in  food  stamps  or  commodities. 

If  the  government  estimates  that  no^soore  than .  ^  of  the  .IncQme  should  be 
spent  on  food  then  the  worker's  income  should  be  $5772.  O.B.O.  reports  the 
amount  to  be  $5550  for  a  family  of  6.  To  receive  an  income  of  $5550  it  was 
estimated  in  section  G  that  the  worker  should  be  paid  $3.70  an  hour  based  on 
1500  hours  work.  All  families  received  a  lot  less  than  $5550,  hence  most  families 
^were  in  debt  to  an  average  amount  of  $400.  In  terms  of  various  kind  of 
debts,  it  was  found  the  largest  debt  was  to  the  loan  and  finance  companies. 
The  second  largest  debt  was  to  the  owners.  Figure  2  represents  the  average 
amounts  owed  to  various  persons  or  companies. 

It  was  found  that  the  owners  frequently  withheld  money  from  the  pay- 
check of  the  workers  and  49%  stated  that  they  received  %  or  less  of  their 
paycheck  in  cash.       - 

A  majority  (83%)  of  the  workers  were  not  a:ble -to  iteve -inoBey- *ince  food 
took  up  59%,  debt  12%,  medical  costs  5%,  lahd  utilities  5%  leaving  at  most 
19%  or  about  $620  to  spend  on  all  other  incidentals.  Figure  3  gives  the  % 
breakdown  of  the  families*  budget 

(d)  Housing  conditions 

Housing  conditions  are  still  very  substandard  as  compared  with  most 
American  homes  although  there  has  been  an  effort  by  the  companies  to 
improve  the  living  conditions.  There  are  still  13%  who  have  toilets  outside 
and  38%  who  do  not  have  hot  water  in  their  homes. 

The  single  biggest  problem  is  a  health  problem.  67%  of  the  workers  had 
either  a  rat  or  insect  problem.  This  must  be  considered  a  very  serious  health 
hazard  and  steps  should  be  taken  to  reduce  the  vermin. 

(e)  Consumer  items 

Most  families  owned  a  refrigerator  and  also  a  washer  and  some  of  the 
^rkers  even  owned  a  freezer.  95%  of  the  workers  owned  a  television  set 
which  can  be  considered  a  very  high  percentage  but  is  probably  the  only 
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source  of  enjoyment  and  contact  with  the  outside  world  that  they  have.  They 
do  have  more  contact  with  the  outside  world  since  70%  indicated  they 
owned  cars  although  10%  needed  work.  There  has  been  no  significant  Increase 
in  telephone  ownership.  In  1970  it  was  36%,  in  1973  it  was  42%. 

(f )  Health  and  diet 

Probably  health  and  diets  are  the  two  most  neglected  parts  of  a  worker's 
life.  These  are  highly  correlated  with  wages  and  living  conditions.  Most 
workers  do  not  have  the  ability  to  pay  for  good  health  as  reflected  the 
figure  of  27%  (out  of  66)  who  reported  as  having  chronic  illness  in  the 
family.  Most  families  go  to  Charity  Hospitals,  although  there  are  still  costs 
of  transportation  and  drugs.  48%  said  that  some  member  of  the  family  had 
been  hospitalized  during  the  last  two  years.  The  average  yearly  medical  costs 
were  $114  and  the  doctor  was  owed  approximately  $30. 

The  nutritional  content  of  the  diet  of  a  plantation  worker  has  improved  a 
little  over  1970  but  can  still  be  considered  very  poor.  In  1970  32%  drank 
milk  daily,  30%  ate  meat  daily.  16%  ate  vegetables  daily  and  10%  ate  fruit 
daily.  In  1973  63%  drank  milk  daily,  31%  ate  meat  daily,  24%  ate  fresh 
vegetables  and  22%  ate  fresh  fruit.  Also  48%  ate  eggs  daily.  Thus  the  only 
big  difference  was  that  nearly  twice  as  many  people  drink  milk  in  1973  as 
they  did  in  1970. 

There  is  still  4%  who  hardly  ever  drink  milk  or  eat  meat,  13%  who  hardly 
ever  eat  fresh  fruit  and  10%  who  hardly  eat  freish  vegetblets.  Surprisingly  only 
35%  ate  fish  daily  or  several  times  a  week  and  22%  hardly  ever  or  never 
ate  fish.  Figure  4  indicates  the  relative  frequency  of  various  items  on  their  diet. 

One  way  the  family  supplements  its  store  bought  food  supply  is  by  havfng 
a  garden  or  raising  animals.  But  54%  did  not  have  gardens.  Also  thoise  (68% ) 
who  did  have  gardens  found  that  their  crops  were  destroyed  by  company 
spraying  and  had  not  been  compensated  for  this  loss.  This  represents  a  large 
increase  in  gardens  damaged  by  spraying  over  1970. 

In  closing,  the  1970  survey  showed  that  90.4%  of  the  worker's  iiarents 
worked  on  plantations.  In  the  most  recent  survey  the  estimate  was  92.4% 
64%  of  the  workers  felt  that  these  children  would  have  done  better  if  they 
had  been  brought  up  off  the  plantation.  This  is  a  decrease  of  11%  since  1970. 

SUMMABY 

1.  The  poverty  level  for  a  family  of  6  as  stated  by  OEO  is  $5550 

2.  The  average  income  for  a  farm  worker  was  $3000  which  would  indicate 
he  is  paid  for  at  most  1500  hours  work.  Taking  into  account  other  sources 
the  average  family  income  was  approximately  $3250  for  1973 

3.  The  family  ispends  nearly  twice  the  suggested  amount  on  food.  In  fact  59% 
was  spent  on  food,  12%  for  debts,  5%  for  medical  care,  5%  for  utilities  and 
the  remainder  19%  for  all  other  items 

4.  49%  of  the  workers  did  not  receive  their  full  wages  in  cash 

5.  Housing  conditions  have  improved  although  the  conditions  can  only  be 
described  as  substandard 

6.  The  diet  of  the  families  has  slightly  improved  since  1970  but  medical  and 
nutritional  problems  are  still  very  much  below  standard. 

Mr.  Bergland.  Our  next  witness  is  Stephen  E.  Bossi,  division  for 
rural  life,  U.S.  Catholic  Conference. 

STATEMENT  OF  STEPHEN  E.  BOSSI,  DIVISION  FOR  RURAL  LTFE, 
TT.S.  CATHOLIC  CONFERENCE,  WASHINGTON,  D.C. 

Mr.  Bossi.  Mr.  Chairman,  members  of  the  committee,  my  name  is 
Stephen  Bossi.  I  am  the  Washington  representative  of  the  rural  life 
division  of  the  U.S.  Catholic  Conference.  I  also  represent  the  National 
Catholic  Eural  Life  Conference  which  has  appeared  before  you  on 
many  occasions  to  address  matters  of  social  and  economic  justice  for 
farm  and  rural  people. 
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Today  I  wish  to  comment  on  those  provisions  of  the  Sugar  Act 
which  affect  farm  workers.  We  feel,  in  considering  the  further  exten- 
sion of  this  legislation,  that  it  is  imperative  that  a  careful  examina- 
tion be  given  to  the  wav  it  is  functioning  in  regard  to  farm  workers. 
That  examination  should  include  the  actual  income,  living  and  work- 
ing conditions  of  hired  workers  as  well  as  the  procedures  used  to  set 
and  monitor  those  conditions.  If  basic  human  needs  are  not  being 
fully  met,  amendments  to  the  present  law  are  clearly  needed. 

It  is  not  my  intention  today  to  propose  solutions  to  farm  labor 
problems  throughout  the  agricultural  industry.  Obviously  the  Sugar 
Act  is  unique  in  the  extent  of  control  it  vests  in  the  Federal  Govern- 
ment over  sugar  production.  In  this  one  area,  therefore,  it  has  access 
to  specific  authorities  which  are  not  available  in  other  commodity 
areas.  Assuming  that  these  authorities  will  be  continued  as  provided 
in  H.R.  12525,  I  wish  to  propose  certain  principles  which  we  feel 
should  guide  your  examination  of  the  effectiveness  of  this  law. 

One  of  the  clear  objectives  of  the  Sugar  Act  is  the  protection  of 
those  engaged  in  the  domestic  production  of  sugar.  Any  application 
of  the  principles  of  justice  must  insist  that  those  protections  be 
extended  to  every  element  of  the  sugar  production  system.  For  this 
reason,  it  is  appropriate  that  the  present  Sugar  Act,  as  amended, 
provide  for  making  payments  to  producers  provisional  on  conformity 
to  certain  wage  and  child  labor  standards. 

Eoman  Catholic  tradition  has  long  taught  that  the  State  must 
assume  responsibility  for  assuring  that  wages  and  working  conditions 
are  sufficient  to  meet  basic  human  needs.  In  his  famous  e^ncyclical. 
Mater  et  Magistra,  Pope  John  XXIII  stated : 

For  the  great  majority  of  mankind,  work  is  the  only  source  from  which 
the  means  of  Uvelihood  are  drawn.  Hence,  its  remuneration  is  not  to  be 
thought  of  in  ter,ms  of  merchandise  but  rathei*  acc6rding'  to  the  laws  of  justice 
and  equity. 

The  State  should  see  to  it  that  labor  agreements  are  entered  into  according 
to  the  norms  of  justice  and  equity,  and  that  in  the  environment  of  work  the 
dignity  of  the  human  being  is  not  violated  either  In  body  or  spirit. 

We  judge  it  to  be  our  duty  to  reaffirm  once  again  that  just  as  Pemuneration 
for  work  cannot  be  left  entirely  to  unregulated  competition,  neither  may  it 
be  decided  arbitrarily  at  the  will  of  the  more  powerful.  Rather,  In  this  mat- 
ter, the  norm®  of  justice  and  equity  should  be  strictly  obiserved.  This  requires 
that  workers  receive  a  wage  sufficient  to  lead  a  life  worthy  of  man  and  to 
fulfill  family  responsibilities  properly. 

These,  then,  are  the  criteria  which  we  argue  must  be  applied  in 
examining  the  adequacy  of  the  present  Sugar  Act.  Are  the  norms  of 
justice  and  equity  being  fully  met?  Does  the  environment  of  sugar 
workers  protect  the  dignity  of  the  human  being?  Is  the  wage  being 
paid  suflScient  to  permit  sugar  workers  to  lead  a  life  worthy  of  man 
and  to  fulfill  family  responsibilities  properly  ? 

You  are  receiving  testimony  during  these  hearings  from  representa- 
tives of  sugar  workers  themselves  who  will  document  the  shortcom- 
ings of  the  present  act  with  respect  to  the  needs  of  farm  workers. 
The  data  we  have  seen  and  the  reports  which  have  been  made  before 
this  committee  and  others  indicate  that  our  present  sugar  program 
is  falling  short  of  meeting  the  above  criteria.  The  poverty  level  in- 
comes, the  substandard  housing,  the  below  average  education  and 
health  standards  all  suggest  that  justice  and  equity  are  not  being  met. 
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W©  are  aware  that  iJie  mandatory  wagB  rates  for  sugar  workei'si 
are  above  those  required  for  covered  agricultural  labor  under  the| 
Fair  Labor  Standards  Act, 

The  standard  which  should  be  applied,  however,  is  not  the  wage 
rate  itself^  but  the  income  of  the  workers*  If  present  procedures 
permit  the  payment  of  wages  which  amount  to  a  below  poverty  level 
annual  incomes  then  those  procedures  must  be  revised.  " 

We  do  not  intend  today  to  coimnent  on  the  specific  proposals  for' 
chants  in  the  wage  setting  procedures  pending  before  yourj 
committee.  \ 

Two  considerations,  however,  would  seem  to  be  relevant  to  your 
analysis  of  those  proposals*  One  is  whether  the  workers  whose  in- 
comes are  determined  by  the  wage-setting  procedures  have  ample, 
opportunity  for  input  to  and  negotiation  of  the  wage  levels-   A , 
grower-dominated  wage-setting  board  would  certainly  not  meet  any 
reasonable  definition  of  equitable  treatment. 

Secondly,  the  criteria  to  be  applied  in  determining  wage  levels 
must  be  based  on  considerations  other  than  the  growers'  determination 
of  his  own  abOity  to  pay.  Because  of  the  comprehensive  way  in  which 
it  is  I'egulated,  the  industry  should  be  particularly  able  to  absorb 
additional  labor  costs.  The  minimal  impact  of  a  wage  increase  on 
consumer  prices  would  be  a  minor  adjustment  in  a  system  as  complex 
and  massive  as  the  sugar  industry. 

It  goes  without  saying  that,  whei*B  workers  are  totally  dependent 
upon  growers  for  housing  and  other  basic  necessities,  tho^  facilities 
sliould  meet  the  standards  required  of  other  employers  in  comparable 
industries.  ^ 

The  special  treatment  of  procedures  under  the  Sugar  Act  is  surely 
not  intended  to  permit  them  to  take  advantage  of  their  laborers  but 
t«  assure  that  all  segments  of  the  industryj  including  the  workers, 
are  fully  protected* 

In  enacting  legislation  which  so  totally  controls  the  sugar  industry, 
the  Federal  Government  has  taken  upon  itself  responsibility  for  the 
well-being  of  the  people  who  make  up  that  industry.  Tills  distin- 
guishes the  responsibility  we  bear  for  sugar  workera  from  that  we 
bear  for  workers  in  nonregulated  commodity  areas.  It  is  not  sufiicient 
to  say  that  the  workers  and  producers  must  negotiate  among  them- 
selves for  any  benefits  beyond  the  minimums  prescribed  by  the  Secre- 
tary of  Agriculture  when  prices  and  proportionate  shares  are  subject 
to  further  decisions  made  within  the  U.S.  Department  of  Agriculture, 

Decisions  affecting  the  producer's  revenue  just  take  into  considera- 
tion adequate  remuneration  for  his  field  laborers.  Since  it  is  in  the 
farmer's  interest  to  keep  his  overhead  as  low  as  possible,  the  USD  A 
must  first  establish  that  adequate  wages  and  working  conditions  are 
being  provided  and  then  prepare  a  price  and  prodtiction  schedule 
whidi  makes  it  possible  for  pn)ducers  to  meet  those  standards. 

The  fundamental  role  of  Government  in  agriculture  is  to  assure 
that  a  continuous,  adequate,  and  reasonably  priced  supply  of  food 
and  fiber  is  available  to  the  society  under  conditions  which  protect  the 
lights  and  needs  of  producers*  To  this  Pope  John  adds : 

Farmers  who  atriye  vigorously  to  Improre  the  yield  of  their  farm  may 
riglbtly   d^nand   that   their   efforts   be   aided   and   complementad    hy    pubUc 
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authorities,  provided  they  themselves  keep  in  mind  the  common  needs  of  all 
and  also  relate  their  own  efforts  to  the  fulfillment  of  theee  needs. 

In  carrying  out  its  role,  government  must  be  guided  by  the  prin- 
ciple that  every  segment  of  the  production  process  is  entitled  to  ade- 
quate remuneration.  It  is  not  sufficient  to  assume  that  the  system  is 
working  well  if  the  consumer  is  receiving  quality  sugar  at  reasonable 
cost. 

The  just  pleas  of  farmworkers  for  better  wages  and  working  con- 
ditions indicate  that  the  system  needs  improvement.  We  urge  you, 
in  further  extending  the  Sugar  Act  of  1948,  to  adopt  amendments 
which  will  ensure  decent  incomes,  dignified  living  conditions,  and 
fuller  opportunity  for  the  fieldworkers  who  plant,  cultivate,  and 
harvest  our  sugar. 

Thank  you  very  much. 

Mr.  BERGiiAND.  Thank  you  very  much,  Mr.  Bossi,  for  your  fine 
philosophical  statement. 

If  you  will  wait  in  the  chamber,  we  will  call  on  you  later  for 
questions.  

We  will  now  ask  Sister  Carol,  Staff  Director  of  NETWORK, 
Washington,  D.C.,  to  appear. 

Sister  Carol,  we  are  delighted  to  have  you.  You  may  proceed. 

STATEMENT  OF  SISTEE  CAROL  COSTOH,  O.P.,  STAFF  DIRECTOR, 

NETWORK 

Sister  Cqston.  Mr.  Chairman,  members  of  the  committee,  my  name 
is  Sister  Carol  Coston.  I  am  a  Dominican  Sister  of  Adrian,  Michi- 
gan, and  staff  director  of  a  non-profit  corporation  of  American 
sisters  who  are  actively  concerned  about  the  relationship  of  national 
legislation  to  social  justice. 

Some  2,000  sisters  and  their  constituencies  are  provided  by  our 
national  office  a  newsletter  and  quarterly  urging  personal  action  to 
make  legislation  more  responsive  to  the  concerns  of  all  people — 
particularly  those  now  oppressed. 

My  statement  today  is  drawn  from  the  experiences  of  the  sisters 
who  are  closely  identified  with  and  who  daily  serve  both  the  migrant 
and  non-migrant  farm  laborer  in  the  U.S.  Because  of  a  wide  range 
of  abilities,  training  and  skills,  the  sisters  are  staffing  Head  Start 
programs,  bilingual  education  programs,  health  clinics,  adult  educa- 
tion programs,  poverty  programs  and  housing  projects  in  Colorado, 
Michigan,  Florida,  Nevada,  and  Louisiana  and  all  are  compassion- 
ately aware  of  the  plight  of  the  farm  laborer  and  his  family. 

In  January  a  member  of  the  Network  staff  visited  Louisiana  to 
obtain  background  information  for  an  article  on  the  Sugar  Act. 
She  observed  what  other  sisters  had  told  us  previously. 

The  average  Louisiana  cane  worker  is  American  bom,  English 
speaking  and  black,  poorly  educated,  non-migratory  laborer  and 
head  of  his  household.  Generally,  he  is  an  operator  of  sophisticated 
farm  machinery  and  all  his  income  is  from  laboring  in  the  sugar 
industry.  Few  if  any  workers  have  a  40-hour  week  50  weeks  of  the 
year;  therefore,  the  annual  income  average  is  $3,200,  Housing  for 
the  families  is  located  on  the  plantations  and  is  often  no  more  than 
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[a  four-room  ^ack  with  two  bedrooms  to  care  for  as  many  as  6  chil- 
dren and  their  parents,  a  kitchen  with  cold  running  water  only  and 
a  Hiring  room  which  sometimes  contained  an  open  chimney  for  a 
wood-burning  fire. 

The  only  accessible  food  market  was  the  company  store  and  health 
facilities  were  non-existent, 

Wliat  most  concerned  the  sisters,  howeverj  was  the  fact  that  the 
income  of  the  workers  was  so  regulated  by  the  seasonal  work  that 
families  are  locked  into  a  hellish  cycle  ot  poverty  incurred  by  a 
constant  indebtedness  to  the  employers. 

It  seems  to  me,  Mr.  Chairman  and  members  of  the  committee,  that 
the  burden  of  peonage  could  be  lifted  fi'om  the  worker  if  he  received 
an  annual  income  above  the  poverty  level. 

From  the  evidence  submitted  by' the  sisters  it  seems  that  the  admin- 
istration of  the  Sugar  Act  under  the  Secretary  of  Agriculture  has 
not  yet  provided  for  the  overall  welfare  of  the  worker, 

I  would  ask  that  this  committee  consider  making  the  necessary 
changes  in  the  Sugar  Act  to  remedy  this  situation. 

In  conchision,  Mr.  Chairman,  I  would  like  to  say  that  we  support 
the  amendment  introduced  by  Congressman  Ford  as  a  means  of 
solving  some  of  the  injustices  of  the  present  situation. 

Thank  you  for  this  opportunity. 

Mr.  Behgland,  Thank  you  very  much,  Sister  Carol,  for  coming 
here  this  morning. 

Has  Mr,  James  Herrmann  arrived  yet  ? 

Mr*  Herr]mann.  Yes,  sir. 

Mr.  Bergla^td.  Mr.  Hermann  is  an  attorne}^  at  law  representing 
the  Migrant  Legal  Action  Programs,  Inc. 

Mr,  HerrmanUj  we  are  plased  to  have  you  here. 

STATEMENT  OF  JAMES  A.  HEREMAKKT,  EEPEESENTING 
MIGRANT  LEGAL  ACTION  PHOGEAM,  INC. 

Mr,  Herrmann,  In  the  4  years  of  its  existence,  the  Migrant  Legal 
Action  Program,  Inc,  has  represented  the  interests  of  sugarbect  and 
sugarcane  workers  in  Texas,  Florida,  Ohio,  Michigan,  Nebraska, 
Colorado,  Utah,  and  Idaho.  Most  of  our  repi^esentatioo  has  been  of 
Bugarbeet  workers  which  number  from  75,000  to  90,000  and  are 
mainly  migratory  farmworkers  from  tlie  state  of  Texas.  We  wish  to 
express  the  interest  of  beet  workers  in  the  proposed  amendments  to 
the  Sugar  Act  which  seek  a  more  efficient  and  equitable  means 
%vhereby_  farmworkers  can  be  assured  of  the  fair  and  reasonable 
wage  which  they  are  promised  by  the  Act. 

In  terms  of  farmworkers  the  Act  has  3  requirements*  (1)  Recipi- 
ents of  sugar  subsidies  must  pay  farmworkers  a  fair  and  reasonable 
wage  for  their  labor  in  sugar  beets  and  sugar  cane;  (2)  the  SccrtitarT 
is  required  to  annually  set  the  fair  and  reasonable  wages  for  the  fol- 
lowing season;  and  (3)  the  Secretary  of  Agriculture  is  required  to 
assure  that  producers  pay  farmworkers  a  fair  and  reasonable  wage, 
(7  XJ.S.a  Section  1131(c)(1).)  Tlie  problems  of  farmwokers  as  we 
see  it  arise  from  the  fac?t  that  the  Secretaiy  has  interpreted  that 
statute  to  mean  that  he  is  only  required  to  set  a  wage.  Litigation  has 
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been  necessaiy  to  require  the  Secretary  to  do  even  this.  [Freeman  v. 
But3, 350  F.  Supp.  457  (D.C.D.C.  1972)  ]. 

The  failure  of  the  Department  of  Agriculture  to  establish  pro- 
cedures whereby  producers  are  compelled  to  pav  a  fair  and  reason- 
able wage  and  whereby  farmworkers  may  seek  their  fair  and.  reason- 
able wage  has  left  the  Act  and  its  administration  open  to  many 
abuses  which  are  pervasive  in  nature  and  tragic  in  their  consequences. 
Several  of  the  most  glaring  problems  of  beet  workers  are  discussed 
below.  The  problems  are  the  subject  of  the  proposed  amendments. 
Neither  the  amendments  nor  the  problems  discussed  in  this  testimony 
are  inclusive  of  the  problems  encountered  by  farmworkers  who  work 
in  sugar  beets;  however,  these  problems  are  the  most  serious  and 
should  be  the  subject  of  corrective  legislation.^ 

The  Secretary  of  Agriculture  has  refused  to  promulgate  a  regula- 
tion which  provides  for  a  minimum  hourly  base  wage  for  sugarbeet 
workers  who  labor  in  piece  rate  operations.  If  work  is  slow — ^that 
is  if  the  fields  are  muddy  or  very  weedy  or  mechanical  thinning  and 
herbicides  have  been  ineffective — it  may  take  a  whole  family  of 
workers  all  day  to  go  through  a  field  of  sugar  beets.  The  farmwork- 
ers are  paid  in  piece  rate  operations  by  the  acre.  Therefore,  if  it 
takes  a  family  of  10,  five  hours  to  clean  an  acre  of  sugarbeets  at  the 
rate  of  $25.00  an  acre,  the  hourly  rate  is  $0.50  an  hour.  Thoufirh 
the  Secretary  has  established  that  $2.15  is  a  fair  and  reasonable 
wage,  if  farmworkers  are  paid  by  the  hour,  and  I  might  point  out 
that  beet  workers  may  be  paid  by  the  hour  or  on  the  piece  rate,  the 
Secretary  has  repeatedly  refused  without  reason  to  promulgate  a 
regulation  that  will  assure  farmworkers  of  an  average  hourly  wage. 
It  can  hardly  be  said  that  $0.50  and  hour  is,  by  anyone's  standard, 
a  fair  and  reasonable  wage.  This  loop-hole  should  be  closed.  (See 
Section  1  of  the  proposed  amendments) . 

The  Secretary  has  refused  to  establish  procedures  whereby  there 
are  regular  investigations  and  audits  of  producer  records  to  insure 
that  farmworkers  are  paid  their  fair  and  reasonable  wage.  Present 
procedures  require  only  that  spot  field  checks  be  made  when  workers 
who  are  in  the  fields.  These  checks  are  made  before  workers  are  paid 
and  are  no  indication  of  the  wages  actually  paid  to  workers.  Pro- 
ducers are  not  required  to  show  that  they  have  paid  fair  and  reason- 
able minimum  wages  as  a  condition  of  their  subsidy  payment.  The 
Secretary  is  under  a  duty  to  adequately  police  the  payment  of  wages 
to  farmworkers  and  this  we  believe  the  Secretary  has  failed  to  do. 

Coupled  with  the  failure  of  the  Secretary  to  investigate  and 
audit  the  payment  of  wages  to  farmworkers  is  the  Secretary's  re- 
fusal to  establish  wage  claim  procedures  which  farmworkers  can  use. 
If  a  farmworker  has  a  wage  claim,  he  is  required  to  submit  the  claim 
to  the  county  ASCS  Committee  in  which  the  work  was  performed. 
The  claim  is  decided  by  a  tribunal  of  3  agricultural  employers  in  the 
county.  These  employers  may  or  may  not  be  sugarbeet  growers. 
Claims  always  arise  at  the  time  that  wages  are  to  be  paid.  However, 


^Time  and  a^ain  farmworkers  have  had  to  seek  redress  la  the  Courts  to  redress 
the  worst  abuses  resulting  from  USDA  inaction  and  producer  practices.  Flalazar  v. 
Hardin,  314  F.  Supp.  1257  (D.C.  Colo.  1970)  ;  Rodriguez  v.  Zimhelman,  317  F.  Supp. 
921  (D.C.  Colo.  1970)  ;  Angel  v.  Hardin,  C-2784  (Dec.  19,  1970)  :  Salinas  v.  Amalmi- 
gated  Sugar,  341  M.  Supp.  311    (D.C.  Idaho  1972). 
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there  is  no  requirement  that  ASCS'  committees  act  prom^jtly  or  ho 
hearings  promptly.  This  means  that  bj  the  time  that  the  ASCS  com- 
mittee gets  around  to  holding  a  hearing,  the  workers  aiie  all  Bac' 
in  Texas,  because  they  cannot  wait  around* 

Consequently,  the  producer  tribunal  only  hears  the  testimony  o: 
the  sugarbeet  producer  and  usually  makes  its  decision  on  his  testi 
mony  alone.  It  has  been  my  experience  that  farmworkers  are  ver 
intimidated  and  are  afraid  to  file  wage  claims.  There  is  also  a  gen- 
eral feeling  of  uselessness  in  taking  a  wage  claim  to  a  committee  oi 
farmers  whose  economic  interests  are  the  same  as  that  of  the  em- 
ployer. (Proposed  amendment  Section  305  (b) ) 

Farmworkers  have  not  been  encouraged  to  file  wage  claims.  Th^S 
Secretary  has  refused  to  promulgate  a  regidation  penalizing  retalia-™ 
tion  against  farmworkers.  Because  farmworkers  are  intimidated  in 
their  employment  situation,  they  are  extremely  concerned  about  the 
prospects  of  retaliation  and  blacklisting  which  might  result  from 
filing  a  wage  claim.  At  the  least,  a  pmvision  on  retaliation  should 
have  a  salutaiy  effect  on  producers  who  would  resort  to  retaliation, 
(Proposed  amendment  301(c)  (5) ),  ^ 

A  recent  example  of  a  situation  in  which  sugarbeet  workers  did 
not  receive  a  fair  and  reasonable  wage  is  now  in  litigation.  It  was 
foimd  that  an  association  of  200  sugarbeet  producers  had  been  paying 
farmworkers  on  the  piece  rate  and  the  workers  average  hourly  earn- 
ings were  less  than  the  requirements  of  the  Fair  Labor  Standards 
Act  which  requires  the  payment  of  $1.S0  an  hour.  The  workers 
needed  and  wanted  assistance.  Howeyer,  they  were  not  willing  to 
proceed  unless  their  names  could  be  kept  anonymous.  Their  fear  was 
that  if  they  sought  the  minimum  wage,  retaliation  would  result.  An 
interesting  fact  developed  during  the  investigation  of  this  case.  It 
was  discovered  that  though  they  were  covered  employers,  none  of 
the  sugarbeet  producers  in  the  association  had  ever  paid  Social 
Security  benefits  for  their  employees.  Both  of  these  situations  should  ■ 
have  been  discovered  and  remedied  by  the  Secretary  mider  hiifl 
authority,  *W 

Another  example  is  in  the  cane  fields  in  Florida.  I  might  add 
that  I  am  speaking  of  this  situation  on  information  from  Jaseph 
Segor  of  Migrant  Help  in  Florida.  Jamaican  cutters  are  shorted  on 
their  hours  of  employment.  Though  the  sugar  division  of  USDA 
has  been  informed  of  this  practice,  no  steps  have  been  taken  to  re- 
lieve the  situation.  Workers  who  have  complained  have  been  imme-| 
diately  sent  back  to  Jamaica  or  the  Wast  Indies* 

We  are  not  accusing  USDA  or  producers  in  general  of  dishonesty 
However,  from  the  farmworkers'  point  of  view  it  seems  that  USDA 
has  made  precious  little  effort  to  insure  fiiat  farmworkers  receive  a 
fair  portion  of  the  subsidies  provided  for  under  the  Sugar  Act*  At 
least  it  looks  bad  for  farmworkers  when  the  Director  of  the  US  ASCS 
receives  sugar  subsidies  and  the  sugar  di\ision  establishes  procedures 
whereby  sugar  producei^  judge  the  validity  of  farmworker  wage 
claims*  Sugar  producers  are  business  people  and  their  instinct  is  to 
lower  production  costs,  including  labor  costs.  The  proposed  amend- 
ments relating  to  the  problems  outlined  above  should  be  passed  so 
that  the  Secretary  can  properly  fulfill  his  mandate  to  assure  that 
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farmworkers  in  sugarbeets  and  sugarcane  receive  their  fair  and  rea- 
sonable wage. 

Mr.  Bergland,  Thank  you  very  much,  Mr.  Herrmann. 

Has  Mr.  John  Wilson  arrived? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Bergland.  Mr.  Wilson  is  the  Legislative  Director  of  the  Na- 
tional Sharecroppers  Fund  here  in  Washington. 

We  are  glad  to  have  you,  sir. 

STATEMENT    OF    JOHN    A.    WILSON,    LEGISLATIVE    DIRECTOR, 
NATIONAL  SHARECROPPERS  FUND 

Mr.  Wilson.  Mr.  Chairman  and  members  of  the  committee,  I  am 
John  Wilson,  Legislative  Director  of  the  National  Sharecroppers 
Fimd  and  I  am  pleased  to  have  this  opportunity  to  express  our  views 
on  the  Extension  of  the  Sugar  Act.  For  over  35  years  the  National 
Sharecroppers  Fimd  has  been  working  to  improve  conditions  for 
all  agricultural  laborers  in  this  country  and  one  of  our  specific  in- 
terest has  been  the  Louisiana  sugar  cane  workers. 

Three  years  ago,  before  this  committee,  we  appeared  along  with 
representatives  from  the  Colorado  Rural  Legal  Services  Program,  the 
Southern  Mutual  Help  Association  and  the  Amalgamated  Meat  Cut- 
ters and  Butehers  to  present  a  picture  of  the  sugar  industry  from 
the  field  workers'  perspective.  The  committee,  you  may  recall,  was 
told  of  workers  earning  poverty  wages,  of  workers  exempt  from 
unemployment  compensation  and  from  overtime  pay,  of  workers 
living  in  dilapidated  housing  and  of  workers  living  in  virtual  peon- 
age, on  the  plantations  in  Ix)uisiana.  Three  years  later  these  condi- 
tions still  exist  as  other  witnesses  will  present  in  considerable  detail. 

Li  our  testimony  of  3  years  ago  we  recommended  that  workers 
covered  by  the  Sugar  Act  be  brought  under  the  provisions  of  the 
National  Labor  Eelations  Act,  the  Fair  Labor  Standards  Act,  Un- 
employment Compensation  and  Workmen's  Compensation  laws.  We 
argued  for  the  application  of  the  Wagner-Peyser  Act  to  housing 
provided  to  sugar  workers  and  the  establishment  of  national  boards 
to  hear  wage  disputes. 

Three  years  ago  when  the  National  Sharecroppers  Fund  and  the 
other  representatives  of  sugar  field  workers  documented  our  griev- 
ances and  asked  Congress  for  relief  it  was  suggested  that  we  propose ' 
a  legislative  remedy.  We  believe  the  provisions  of  the  Equitable 
Benefite  Amendments,  sponsored  by  the  distinguished  Congressman 
from  Michigan,  William  Ford,  supplies  the  relief  we  have  sought 
for  farmworkers.  Mr.  Ford's  amendment  provides  additional  bene- 
fits and  protection  for  sugar  workers  in  the  areas  of  wages,  housing, 
illegal  ffliens,  deductions,  health  and  accident  insurance  and  re- 
taliations. The  Equitable  Benefits  Amendments  also  establish  a 
standardized  accounting  system  to  be  used  by  producers  and  an  an- 
nual auditing  requirement  to  more  adequately  determine  the  ability 
of  producers  to  pay  for  these  additional  workers'  benefits.  Finally, 
the  bill  would  extend  the  Administrative  Procedure  Act  right  of 
judicial  review  to  sugar  workers  with  respect  to  the  conditions  of 
payment  determination  made  by  the  Secretary  of  Agriculture. 
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For  over  30  years  the  Sugar  Act  has  on  balance  protected  thd 
American  consumer  and  provided  the  producers  and  refiners  of 
America's  sugar  nidustry  with  a,  reasonable  profit.  Under  the  Sugar 
Act,  howeverj  the  workei's  who  harvest  the  beets  and  cut  the  cai 
have  not  fared  as  well.  We  believe,  Mr,  Chairman,  that  under 
totally  regulated  industry  such  as  the  sugar  industry  workers  shoul 
share  equitably  in  the  provisions  of  the  law*  We  are  satisfied  th 
MiG  le*i^isljition  introduced  by  Congressman  Ford  will  provide  Aniei 
can  sugar  field  workers  with  a  decent  wage,  adequate  housing,  and 
an  opportunity  for  these  workers  to  educate  tlicir  children  and  live 
a  decent  life*  In  short,  we  believe  that  the  Equitable  Benefits  Amend- 
mentSj  for  the  first  time,  will  bring  equity  to  the  Sugar  Act  and  we 
urge  its  enactment* 

Thank  you,  Mr.  Chairman,  and  members  of  the  committee. 

Mr,  Bekgland.  Thank  you,  Mr,  Wilson. 

At  this  time^  we  have  exhausted  the  list  of  witnesses  scheduled 
for  today  and,  we  will  ask  those  of  you  who  have  appeared  as  wit- 
nesses to  come  to  the  witness  table  and  submit  to  questions. 

The  Chairmaiv'.  While  the  witnesses  are  coming  to  the  table, 
would  like  to  ask  Mr.  Goodling  to  take  the  chair. 

Mr.  GooDLixG.  Thank  you,  Mr.  Chairman. 

Mr.  Foley,  do  you  have  any  questions? 

Mr.  Foley.  I  will  pass  for  the  moment,  if  I  may, 

Mr.  Goodling.  Mr.  Zwach,  do  you  have  any  question? 

Mr.  Zwach.  Thank  you,  Mv,  Chairman* 

I  appreciate  the  presentations  this  morning,  especially  those  of  yoi 
who  have  been  speaking  for  the  workers.  I  come  from  a  norther: 
area  that  is  a  beet  area  and  I  would  like  to  direct  some  questions  to' 
Sister  Aime  Catherine  regarding  the  cane  ai-ea,  especially  the  Louisi- 
ana ai'ea. 

The  workers  in  tlie  cane  business,  the  sugar  fields  in  your  region 
are  mainly  year  round  employees  of  the  producer? 

Sister  BizALfON,  Yes,  sir,  they  are,  but  they  are  seasonal  farm- 
workers, the  peak  season  is  between  September  and  about  Christmas* 
The  i-est  of  the  season  there  is  no  workj  weeks  in  which  there  is  no 
work  and  weeks  in  which  there  is  only  a  limited  amomit  of  work. 

Mr.  Zwach,  So  actually,  they  do  not  have  a  roughly  40  hour  wee 
and  the  income  that  is  commensurate  with  a  40-hour  week? 

Sister  Bizalion.  That  is  coirect,  they  do  not. 

Mr.  Zwach.  Their  income  ought  to  be  at  least  a  minimum  of 
S4,000,  I  would  think.  You  say  $32(X> — maybe  that  is  an  averagt^ 
figure?  ■ 

Sister  Bizalion,  Yes,  sir,  it  is  an  avera^  figure  on  last  year's 
income.  With  a  family  of  six,  I  think  Dr.  Dickinson  came  up  with, 
an  average  family  of  six,  the  OEO  minimum  income  is  $5500  t* ' 
live  at  the  i>overty  level.  So  we  are  somewhere  aroimd  $2200  belo' 
the  OEO  poverty  level. 

Mr,  Zwach.  And  they  do  not  have  steady,  adequate  work. 

Now^  housing.  "What  would  you  like  to  say  specifically  about  tha* 
housing?  It's  varied,  I  pi'esume:  better  in  some  places,  less  than  ade- 
quate in  most  placea  But  it  is  free,  does  it  go  with  the  job  ? 

Sister  Bizalion,  Yes,  in  most  instances,  it  goes  with  the  job,  and 
it  is  free  in  most  cases,  I  would  like  to  say  there  has  been  some  im- 
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provement  over  the  last  3  years.  Now  we  have  a  larger  number  of 
people  who  have  indoor  plumbing  and  indoor  running  water.  But 
that  should  not  mislead  us.  That  is  running  water  meaning  one 
faucet  in  the  kitchen  without  their  having  any  way  of  disposing  of 
that  water. 

The  toilet  may  be  in  a  corner  of  the  bedroom.  The  walls  may  be 
called  sturdy,  but  you  can  see  through.  It  rains  sometimes  in  the 
house. 

So  even  though  there  has  been  some  improvement  in  terms  of 
plumbing,  this  does  not  mean  that  the  housmg  is  good. 

Mr.  ZwACH.  But  these  are  occupied  on  a  year  round  basis  by  em- 
ployees of  the  grower? 

Sister  Bizauon.  That  is  right. 

Mr.  ZwACH.  Do  practically  all  of  these  workers  qualify  for  food 
stamps? 

Sister  Bizalion.  They  should.  Most  of  the  people  should  qualify 
for  food  stamps.  Many  of  them  are  unaware  that  they  can  qualify 
for  food  stamps. 

Also,  they  have  some  problems,  because  in  most  cases,  people  feel 
that  the  work  and  employment,  they  feel  to  some  extent  that  they 
should  be  approved  by  the  grower  or  the  manager  of  the  farm,  which 
prevents  many  people  from  actually  taking  advantage  of  the  food 
stamp  program. 

Also,  in  the  example  I  wrote  in  my  statement,  the  information 
given  by  the  farmer  is  not  always  adequate.  For  example,  in  that 
example,  the  farmer  would  say  the  farmworker  has  a  full  day's  work 
or  a  full  week's  work,  when  in  fact,  he  worked  only  5  hours  that  par- 
ticular week  and  on  only  3  or  4  days.  So  the  information  is  not 
adequate  and  the  farm  worker  has  no  way  of  correcting  that  infor- 
mation, because  it  is  not  even  passed  to  him. 

Mr.  ZwACH.  It  is  your  impression  that  this  committee  should 
tighten  up  the  requirement  that  the  secretary  must  administer  with 
regard  to  this  entire  program  to  protect  the  employee? 

Sister  Bizamon.  That  is  right.  We  feel  that  "fair  and  reasonable 
wages"  in  the  act  is  okay,  but  it  does  not  mean  anything,  because 
what  is  fair  and  reasonable  for  you  may  not  be  fair  and  reasonable 
for  the  Secretary  of  Agriculture.  So  we  need  to  have  some  clarifica- 
tion of  this. 

We  endorse  completely  the  amendment  that  Mr.  Ford  introduced 
yesterday. 

Mr.  ZwACH.  You  are  Mr.  Herrmann  ? 

Mr.  Herrmann.  Eight. 

Mr.  ZwACH.  Mr.  Herrmann,  your  main  area  is  in  the  sugar  beet 
area? 

Mr.  Herrmann.  Yes,  sir. 

Mr.  ZwACH.  And  you  make  some  specific  recommendations  to 
strengthen  the  law  and  the  administration  of  the  program? 

Mr.  Herrmann.  Yes,  sir. 

Mr.  ZwACH.  I  shall  be  very  interested  in  reviewing  that  and  look- 
ing at  them.  They  are  thrown  at  us  and  we  can  not  absorb  every- 
thing in  this  short  time. 

Mr.  GooDMNG.  Mr.  Zwach,  you  have  a  red  light. 
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Mr.  ZwacHp  Thank  youj  Mr,  Chairman. 
Mr,  GooDUXQ.  Mr.  de  la  Garza  ? 
'  Mr*  DE  LA  Garza,  Thank  you  very  much, 

H      Sister  Anne,  I  am  very  interested  in  your  testimony  concerning  the 
^B  educational  problems.  Could  you  give  me  some  more  information  ? 
^B  I  am  from  an  area  where  we  have  farm  laborers  and  migrants*  We 
^Ub^ve  a  problem  in  the  language  differential*  which  apparently  you 
^Plfe  not  have  in  Louisiana^  as  all  of  the  workers  who  have  testified 
are  Englisli  speaking.  How  is  it  that  when  he  finishes  the  first  grade, 
he  is  not  qualified  to  follow  through  in  the  second  grade?  What 
causes  that  if  you  have  no  language  pi^oblem  ?  M 

Sister  Bizauon,  Wellj  there  are  many  other  problems  besides  the  ■ 
language  problem.  Although  it  is  true  that  the  language  is  English, 
there  is  a  dialect  which  brings  a  kind  of  barrier  between  the  planta- 
tion world  and  the  rest  of  the  world.  So  this  is  a  problem  even  thougli 
H  it  is  not  maybe  as  serious  as  the  Mexican- American  problem, 
I  But  there  are  other  problems.  The  system  has  developed  a  culture, 
and  maybe  tbe  culture  was  there  also  for  other  reasons*  But  there 
is  a  culture  which  is  a  plantation  culture  very  different  from  the 
rest  of  the  culture  of  the  communities  around.  The  children  who 

I  come  in  the  first  grade  are  coming  from  that  culture  and  they  do 
not  feel  at  home  in  the  regular  school  system. 
Besides  this,  we  have  generations  behind  where  there  was  no  edu- 
cation. The  average  levels — we  do  not  have  it  this  year*  I  do  not 
think  we  have  come  to  those  figures  yet.  But  3  years  ago,  we  made 
another  survey.  At  that  time,  the  educational  level  of  the  adults  on 
the  plantation  was  an  average  of  3.2, 
Mr,  DE  LA  Garxa.  I  see  that  point,  yes. 

Sister  BizALiON.  So  it  means  that  tlie  parents  can't  encourage  or 
assist  their  children  in  their  problems.  Also,  there  are  problems  even 
for  attendance*  The  plantation  homes  are  very  widely  scattei'ed  at 
the  end  of  the  fields,  mud  holes^  the  bus  may  not  be  able  to  go  there 
to  get  the  children.  The  child  when  it  rains  may  not  be  able  to  get 
to  the  bus.  We  have  very  heavy  rains  in  the  winter  in  southern 
Louisiana, 

Mr,  DE  LA  Gakza,  MTiat  has  the  educational  system  of  Louisiana 
done  for  this? 

Sister  Bizalion.  Nothing. 
Mr.  DE  LA  Gaeza.  Nothing  at  all  ? 
Sister  Bizalion.  No,  sir, 

Mr.  DE  LA  Gabza.  What  do  you  have,  a  county  school  board 
parish  I 

I      Sister  Bizalion,  Yes,  we  have  parish  school  systems  and  a  state 
educational  ^stem.  But  the  problems  are  so  enormous  that  there  is   _ 
an  attempt  right  now,  and  I  will  say  an  attempt,  to  reach  out  t<i  the  m 
adulta  But  because  of  the  enormity  of  the  problemj  it  seems  that  the  ^ 
state  board  of  education  is  mostly  trying  to  reach  out  to  the  people 
in  towns  and  people  who  are  already  at  a  certain  level — ^let's  say  a 
I       10th  grade  or  9th  grade  level.  There  has  been  no  attempt,  I  must 
H  say,  to  reach  out  to  the  plantation, 

H      Besides,  it  would  be  impossible  because  there  is  such  a  discrepancy 
between  the  educational  system  and  the  plantation  system  that  it  is 
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completely,  a  complete  inability  on  the  part  of  the  educational  people 
to  reach  out. 

Mr.  DE  LA  Garza.  Do  the  French-speaking  have  more  of  a  problem 
in  the  lower  grades? 

Sister  Bizalion.  No  more,  I  do  not  believe.  There  used  to  be  a 
very  big  problem  for  the  French-speaking.  Now,  you  do  not  find 
much  French  spoken  in  plantations.  In  some  areas,  yes,  but  gen- 
erally, no. 

Mr.  DE  liA  Garza.  Let  me  ask  you  about  the  food  stamp  example 
you  had,  Sister.  As  I  figure,  this  family  of  10  should  receive  some- 
thing like  $322  worth  of  food  stamps  for  $22,  if  my  figures  are  cor- 
rect. Now,  you  mention  that  they  cleared  $67  and  they  had  to  borrow 
$5  to  make  up  the  $22,  so  that  means  they  have  only  $17  left,  which 
would  allow  $50  for  whatever  they  spent  their  $50  for.  But  my 
figures  just  do  not  come  out.  A  family  of  10  should  pay  a  very  mini- 
mal sum  for  food  stamps. 

Sister  Bizamon.  I  would  not  be  able  to  answer  that  question,  be- 
cause I  am  not  aware  enough  of  the  details  of  the  way  the  food  stamp 
program  works.  This  example  was  given  to  me  by  one  of  my  assis- 
tants. 

Mr.  DE  liA  Garza.  Have  you  been  to  the  food  stamp  people  locally? 

Sister  Bizamon.  I  have  not  personally,  but  some  of  our  staff  have, 
yes.  In  fact,  we  have  been  in  many  instances  the  ones  to  inform  the 
farm  residents  that  they  could  qualify  for  food  stamps  and  we  have 
assisted  them  in  doing  so. 

Mr.  Gk>ODijNG.  Your  time  is  up. 

Mr.  Sebelius? 

Mr.  Sebelius.  Thank  you,  Mr.  Chairman.  I  do  not  want  Mr.  John- 
son to  think  we  are  ignoring  him.  I  am  not  going  to  ask  him  any 
questions,  but  we  appreciate  his  being  here. 

We  are  dealing  both  with  sugarcane  and  beets,  and  from  what 
Mr.  Herrmann  testified,  we  have  both  the  migrant  worker  who  goes 
from  Texas  north  up  through  my  country  and  also  the  cane  worker. 
It  was  testified  that  by  the  time  the  pay  check  is  ready,  there  are  so 
many  deductions  there  is  not  much  left  for  anybody.  Would  a  cash 
advance  by  the  employer  be  objected  to  if  he  were  to  give  cash  in 
advance  because  his  worker  that  lived  in  that  area  was  out  of  money 
as  against  making  the  payments  himself  to  creditors  and  so  forth? 
Is  there  a  thought  on  tnat  from  any  of  you  ? 

Would  you  object  to  the  employer  being  able  to  deduct  it  under 
the  rules  and  regulations  if  he  made  a  cash  advance  to  the  employee? 

Sister  Bizamon.  If  I  may  answer,  or  maybe  other  people  would 
like  to  speak  to  that,  I  do  not  think  we  would  object  to  this  provided 
the  employee  would  know  it  in  the  first  place  and  maybe  provided  he 
would  be  given  a  chance  to  have  his  prepayment  given  on  time,  for 
instance. 

I  could  show  you  pay  checks  where  there  are  three  or  four  deduc- 
tions made  without  any  notification  of  what  the  deductions  are. 

Mr.  Sebelius.  I  appreciate  that  and  that  is  my  worry,  but  I  was 
wondering  if  we  might  at  least  get  some  statement  from  you  if  the 
employer  actually  made  a  cash  advance  and  it  was  deducttble  at 
payday  time? 


Digitized  by  VjOOQIC 


150 

I  do  not  think  it  is  of  too  great  importance,  except  that  I  know 
the  problem  of  debtors.  I  have  worked  with  hmidreds  of  them  and 

P  wound  up  friend  of  a  lot  of  them.  When  a  person  once  gets  a  debt, 
gets  liooked  into  a  finance  company  and  so  on,  there  are  problems 
that  develop.  But  generally  they  ai'e  legal  obligations,  so  we  are 
looking  at  that  in  the  overall  picture.  I  was  just  wondering  if  your 
attitude  toward  deductions  extends  to  a  cash  advance  ?  I  gather  you 
would  not, 

Mr,  Heiirmann.  In  sugar  beet  workers,  it  usually  is  a  cash  ad- 
vance, either  a  ^'asli  advance  oi-  a  cheek.  The  problem  is  it  is  not 
I  prorated  over  the  sugar  beet  season  which,  as  you  know,  lasts  over 
6  weeks, 
Mr*  Sebeuus,  They  try  to  get  it  back  all  at  once  f 
Mr*  H>mRMAXN,  Kight,  Tlie  first  pay  check  is  usually  nothing  more 
than  a  receipt  to  the  worker* 

Mr.  Sebelfos.  Ie  my  sugar  beet  country  in  Kansas,  many  of  them 
are  actually  turning  away  from  sugar  beets  and  going  to  grow  corn 
in  the  irrigated  areas  because  of  all  tJie  problems  with  the  worker 

■  ivho  comes  up.  They  are  now  finding  it  is  simpler  to  turn  away  from 
beets.  That  is  going  to  cost  jobs.  I  was  wonderin^^  if  you,  Mr.  Herr- 
mamii  would  like  to  comment  on  what  changes  in  the  act  or  some- 

P  thing  we  could  do  as  far  as  legislating  here  as  a  group  that  could 
chELDge  the  situation.  Because  economically,  a  lot  of  my  farmers  have 
stopped  growing  sugar  beets  and  are  turning  to  corn. 
Mr.  Herrmann,  That  is  not  necessarily  our  experience  in  other 

■  areas*  To  go  along  with  what  you  said,  many  farmworkers  are  not 
going  Noith^  especially  this  year.  I  was  just  in  the  Valley;  beans 
are  56  cents  a  pound,  gas  is  48  cents  a  gallon.  They  are  just  not  going 
together  You  are  not  going  to  find  an  excess  of  labor  any  more, 
Mr.  SEEELTtrs.  That  is  what  I  was  wondering,  it  is  a  combination 

I  of  the  housing  problem  and  wages  and  so  on. 
You  mejitioned  Congressman  Ford's  amendment  yesterday  and 
today,  I  hare  not  seen  it,  I  was  wondering  if  anybody  would  care 
to  state  to  the  committee  very  briefly  what  is  in  it. 
Ms,  Gni^LORT.  T  have  liere  a  ropv  and  I  will  just  state  the  main 
points:  The  establishment  of  hearing  panels  composed  of  elected 
representatives  of  sugarworkers  and  producers,  plus  appointed  rep* 
resent atives  of  the  public  interest  drawn  from  U.S*  Civil  Ser\^ice 
hearing  examiners,  attached  to  the  Department  of  Labor — this  is 
for  the  wage  determinations. 

There  is  also  a  suggestion  that  the  pro\'ision  that  the  Seeretaiy 
take  into  consideration  the  standards  foimerly  established  by  him 
imder  the  Agricultural  Adjustment  Act  be  deleted  since  those  stand- 
ards are  not  clear* 

There  is  the  addition  of  two  further  conditions  for  the  payment 
of  subsidy;  that  is^  that  there  be  written  contracts  and  a  compre- 
hensive health  and  accident  insurance  coverage  plan, 

Mr,  SEBELras.  I  thank  you.  My  time  is  about  up  now,  I  appreciate 
your  responses. 

Thank  you^  Mr.  Chairman, 

Mr,  GooDLTNG*  Mr,  Bergland? 

Mr.  Beeolanb,  Thank  you  very  much,  Mr.  Chainnan, 
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I  represent  a  sugar  beet  growing  area  in  Minnesota.  In  my  country, 
the  field  work  is  done  largely  by  migrants  who  come  from  Texas 
and  stay  10  weeks,  most  of  whom  work  on  a  piece  work  basis.  In 
most  seasons,  this  divides  back  to  about  $4  an  hour.  The  problem  is, 
of  course,  they  have  so  few  hours  in  one  location.  They  move  from 
our  State  on  to  some  other  region  of  the  country  to  proceed  in 
field  work.  In  October,  the  field  work  is  finished  and  the  narvesting 
begins  by  machine.  The  beets  are  moved  to  the  mills  and  they  then 
start  to  refine  the  beets  into  processed  sugar  forms.  That  campaign 
runs  generally  16  to  20  weeks.  The  persons  who  are  employed  in  the 
mills  are,  witn  few  exceptions,  local  residents  who  find  this  a  means 
by  which  they  can  get  added  income  during  the  usually  slack  winter 
season.  Those  mills  are  staffed  by  persons  who  belong  to  trade  unions. 
Their  unions  negotiate  with  the  company  for  wage  rates  which  bring 
a  decent  standani. 

Now,  I  do  not  clearly  imderstand  the  situation  in  the  South  as 
compared  with  that  illustration  I  have  just  disclosed.  Are  fieldhands 
employed  in  the  mills?  How  does  this  work?  Who  can  tell  me? 

Mr.  Rhodes.  The  fieldworkers  are  not  employed  into  the  mills.  The 
mills  are  run  by  men  who  are  working  dired^ly  in  the  mills,  have 
year-round  jobs  and  really  have  some  pay  for  working  in  the  mills 
when  the  cane  is  carried  from  the  fields  to  the  mill.  But  the  workers 
like  myself  are  year-round  workers  on  the  cane  fields.  It  is  not  the 
same  two  people.  The  difference  between  the  cane  fieldworkers  and 
the  cane  millworkers  is  different  like  Louisiana  and  Washington 
here,  where  we  are,  doing  the  same  type  work.  I  believe  thalt  the 
work  that  comes  from  the  fields,  from  the  mud  and  the  hot  sunshine, 
we  are  really  underpaid  with  the  cost  of  living  today. 

Mr.  Bergland.  Sister  Anne  Catherine,  you  have  said  there  are 
about  15,000  farmworkers  who  support  90,000  people  in  the  Stsute  of 
Louisiana  engaged  in  the  sugar  business. 

Sister  Bizalion.  That  is  correct. 

Mr,  Bergland.  Sister,  does  that  include  those  who  work  in  the 
mills  or  are  these  field  hands? 

Sister  Bizalion.  No,  only  field  workers. 

Mr.  Bergland.  These  are  fieldhands  only  ? 

Sister  Bizauon.  That  is  right. 

Mr.  Bergland.  How  many  hours  per  year  do  these  folks  put  in 
on  their  job? 

Sister  Bizalion.  I  think  the  latest  survey  that  Dr.  Dickinson  pre- 
sented, we  found  1,500  hours,  a  decrease  of  some  200  over  3  years  ago. 

Mr.  Bergland.  Is  this  seasonal  work? 

Sister  Bizauon.  It  is  partly  seasonal.  Even  though  there  is  some 
work  throughout  the  year,  the  bulk  of  the  work  is  done  in  the  fall. 
The  rest  of  the  year,  there  are  a  few  days  here  and  there,  just  a 
limited  number  of  hours.  Mr.  Rhodes  would  be  able  to  tell  you  more 
about  this,  because  that  is  his  line,  exactly  how  many  hours  and  when. 

Mr.  Bergland.  In  addition  to  the  15,000  that  are  field  hands  in 
Louisiana,  then  there  are  some  several  hundreds  or  thousands  who 
work  in  the  mills? 

Sister  Bizauon.  Thousands,  that  is  right.  I  do  not  know  the  exact 
figure.  It  may  be  5,000  or  6,000  on  this,  but  do  not  quof>e  m©  on  'tM$ 
because  I  really  do  not  know  • 
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Mr.  BergixAKB.  Do  those  mill  hands  work  the  year  round? 

Sister  Bizalion,  Some  mills  do;  some  do  not.  Most  do  now,  the 
largBr  mills, 

Mr.  Berglakd.  What  is  the  condition  and  wage  rat©  found  among^ 
the  mill  hands?  H 

Sister  Bizalton*  Much  better,  I  think  Mr,  Rhodes  would  bo  able™ 
to  give  you  some  interesting  illustrations  on  this,  two  men  working 
for  the  same  company. 

Mr.  Rhodes,  maybe  you  would  want  to  say  that  yourself  > 

Mn  Rhodes.  Yes,  if  I  have  time. 

Mr*  Bergland,  Yes,  sir. 

Mr.  Rhodes.  I  am  a  fieldworker  and  I  work  for  the  South  Coast 
Corp.,  which  is  one  of  the  biggest  and  largest  in  Louisiana.  The 
South  Coast  Corp.  also  has  mills  throughout  Louisiana.  The  field- 
workers,  some  of  the  work  that  the  fieldworkers  do^  the  same  work 
13  being  carried  on  in  the  mills,  such  as  the  man  in  the  mills  handles 
a  smaller  tractorj  what  they  call  a  carrier,  to  take  sugar  from  one 
place  to  another  and  the  men  on  the  outeide^  the  fieldworkerSj  are 
handling  a  much  larger  machine,  much  bigger  tractors,  and  that  is 
where  the  difference  is.  They  have  to  be  more  skilled,  I  think,  on 
the  outside,  because  a  liar  vest  machine  is  something  that  is  worth 
about  $38,000  and  we  are  called  unskilled  laborers  out  there,  I  do 
not  see  what  happens  to  the  men  who  would  give  unskilled  laborers 
$30,000  equipment  to  play  with. 

Mr.  BERor^ND,  I  see  my  time  is  up.  I  thank  you  for  comings  even 
though  you  brought  us  a  very  grim  story.  ^M 

Mr.  GooDUNG,  ]Mr,  Symms.  ^1 

Mr.  Symms*  Mr.  Herrmann,  are  you  familiar  with  the  unique  suc- 
cess stoiy  of  the  Marsing  labor  situation  in  Marsing,  Idaho? 

Mr*  Hehrmann,  No,  only  through  rumor.  I  understand  they  have 
done  some  pretty  good  things  in  housing, 

Mr,  Stmms,  I  I'op resent  southwestern  Idaho  in  my  district  and 
we  do  have  a  large  sugar  beet  industry.  I  think  the  wage  rates  ai'e 
much  higher  in  aur  area  than  any  of  the  areas  mentioned  here  by 
the  witnesses  this  morning.  We  also  have  the  unique  situation  that  we 
have  orcliards  and  sugar  beets  that  work  together,  so  the  workers 
actually  work  8  or  9  mnnths  out  of  the  year.  Some  of  them  work  year 
round  if  they  want  to,  because  they  prune  in  the  winter.  Many  fami- 
lies of  four  make  over  $15,000  a  year  or  $20,000  in  some  cases.  Were 
you  aware  of  that  ?  ^  h 

Mr.  Herrmanx,  I  have  never  heard  of  anything  that  high.  f 

Mr.  Stmms.^  We  have  a  housing  unit  in  Marsing  where  they  actu- 
ally have  40  single-unit  hoiises  with  bathtubs,  showers,  ver'j^  modern. 
After  the  meeting,  I  would  like  to  have  a  chance  to  talk  to  you  ancl 
show  you  some  of  the  things  that  have  been  done  in  that  area, 

I  would  like  at  this  point  to  request  permission  to  revise  and  ex- 
tend my  remarks  so  I  could  put  a  very  short  statement  in  with  the 
statistics  about  the  wages  in  Idaho  for  sugar  beet  workers,  because 
they  are  much  higher  than  anything  I  have  heard  here  today. 

I  want  to  ask  you  one  question.  Where  was  this  place  you  men* 
tioned  where  200  sugar  beet  workers  on  piece  rate  did  not  mak@| 
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Mr.  Herrmann.  It  is  in  Ohio. 

Mr,  Symks.  Pid  you  have  another  comment  to  make? 

Mr.  Herrmann.  Yes;  I  would  just  like  to  conmient  that  our  prob- 
lems in  Idaho  have  been  not  with  the  general  situation,  but  wim 
individual  farmers.  Beeause  of  irrigation  out  there^  you  do  have  a 
much  better  system  than  in  many  States. 

I  am  not  saying  by  any  means  that  the  system  is  bad  for  farm- 
workers. I  am  saying  that  there  are  loopholes  and  that  there  are 
abuses  that  should  be  taken  care  of.  Farmworkers  enjoy  the  isubsidy 
as  much  as  the  growers  do,  I  am  sure. 

Mr.  Stmms.  Thank  you. 

Now,  Mr.  Chairman,  if  the  committee  would  indulge — in  other 
words^  you  did  not  mean  to  condemn  all  places  where  farmworkers 
were  working? 

Mr.  Herrmann.  Oh,  of  course  not. 

Mr.  Stmms.  Judge  Karids  was  unavoidably^  detained  and  will  not 
be  here  today  because  of  business  in  his  district  He  had  an  interest 
in  this.  I  wondered  if,  on  behalf  of  Congressman  Karick,  I  could 
ask  three  or  four  questions  if  there  are  no  objections. 

Mr.  GooDMNG,  We  will  give  you  a  little  extra  time,  Mr.  Symme. 

Mr.  Stmms.  Well,  I  thim?  they  are  very  short. 

Sister  Catherine,  I  think  maybe  this  might  be  one  in  which  you 
are  interested. 

Do  you  know  that  wage  rates  for  Louisiana  caneworkers  went  up 
90  percent  since  1967  while  the  cost  of  living  went  up  38.5  percent? 

Sister  Bizamon.  I  know  it  went  up,  but  you  can  go  200  percent 
when  it  is  zero  to  start  with  and  you  do  not  get  very  far. 

Mr.  Stmms.  Is  it  true  that  in  Louisiana  the  average  wage  rate 
of  the  Louisiana  farmworker  was  $1.51,  but  for  caneworkers,  it  was 
$1.84? 

Sister  Bizamon.  When  was  it  $1.84  ? 

Mr.  Stmms.  I  am  sorry  that  I  do  not  have  the  figures  here.  I  am 
trying  to  cooperate  with  the  Chairman  of  my  For^ry  Subcommit- 
tee and  ask  these  questions.  I  do  not  have  the  figures.  His  question 
reads,  "Are  you  familiar  with  the  fact  that  the  average  rate  of  tiie 
Louisiana  farmworker  was  $1.51,  but  for  caneworkers^  it  was  $1.84." 
That  must  have  been  last  year. 

Sister  Bizamon.  That  is  not  what  I  know.  This  past  season,  the 
rates  are,  the  minimum  is  $1.90,  the  maximum  is  $2.10.  But  as  I  was 
pointing  out,  that  does  not  mean  anything,  because  it  depends  on  the 
number  of  hours  you  are  working. 

Maybe  Dr.  Dickinson  would  like  to  speak  to  that. 

Dr.  Dickinson,  We  found  the  average  salary  to  be  about  $2  for 
most  of  the  workers. 

Mr.  Stmms.  About  $2? 

Dr.  Dickinson.  Yes. 

Mr.  Symms.  And  the  problem  is  they  do  not  work  enough  hours,  I 
suppose.  It  is  seasonal  work,  as  already  pointed  out, ' 

Dr.  Dickinson.  Yes. 

Mr.  Symms.  Before  I  ask  the  next  question^  I  might  interject  that 
there  is  no  one  here  who  does  not  believe  in  the'  private  enterprise 
profit  and  loss  system,  I  guess  ? 
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[No  response] 

Mr.  Stmms*  No  one  objects  to  that!  We  are  all  agreed  that  that 
is  a  ^ood  system? 

[No  responsel 

Mr*  St3im8*  Are  you  familiar  with  the  USD  A  study  which  reveal! 
the  Louisiana  growers  had  a  4.S  percent  profit  on  net  worth  befo 
the  input  of  interest  and  the  processors  had  a  2  percent  profit?  I 
other  words,  it  is  a  very  low  profit  situation  that  the  industry  h; 
been  in,  evidently,  according  to  these  figures.  Is  that  correct? 

Sister  Bizalion.  How  do  you  measure  your  profit?  That  is  thi 
point  which  was  made  earlier,  that  we  have  no  standardized  wa^ 
of  measuring  profit  and  we  have  no  control  over  this.  We  do  nol 
know.  We  take  what  they  tell  us.  If  that  is  what  it  is,  it  is.  Bui 
why  should  tlie  farm  workers  pay  the  bill? 

Mr.  St^ims,  Well,  maybe  Mr,  Dickinson  would  like  to  comment 
on  that.  I  think  the  thiiist  of  it  is  that  maybe  the  problem  is  the 
overall  profit  being  too  low  in  the  entire  sugar  industiy.  Maybe  w^« 
would  all  a^ee  that  this  may  be  part  of  the  problem,  f 

Dr.  Dickinson,  We  can't  really  tell  what  the  profit  is.  I  think  the 
profit  measure  is  based  on,  I  think,  a  survey  made  by  the  USD  A 
and  this  is  based  on  47  producers.  Whatever  records  they  prod' 
this  is  taken  as  a  custom* 

Mr,  Stmms.  In  other  words,  you  doubt  the  USDA^s  study,  then! 

Dn  Dickinson.  Yes. 

Mr.  Stitms.  You  question  the  figures. 

Ms.  GuiLLORT,  I  would  like  to  comment  on  that  also,  please, 

Mr.  Symms.  Please  do. 

Ms.  OtTTixoRY,  I  tliink,  as  I  pointed  out  in  my  statement  concern- 
ing that  US  DA  srtudy,  it  only  represented  ^.B  percent  of  all  growers 
in  Louisiana.  This  study  was  based  on  an  accounting  system  that 
was  not  uniform.  There  was  no  uniform  method  of  accounting  for^ 
the  growers*  ■ 

Aside  from  that  fact,  it  was  a  random  sample.  So  you  have  to  take 
all  those  discrepancies  into  account.  The  validity  oi  the  statistics 
then  becomes  very  qne>stionable* 

Mr.  GooDLiNO.  Sir.  Symms,  I  assume  your  time  and  that  of  Judge 
Earick  has  expired. 

]Mr.  St>ims.  Thank  you,  Mn  Chairman*  I  appreciate  the  oppor^ 
tunty  to  ask  the  questions. 

Mr.  GooDLTNG.  Mr.  Denholni  ? 

Mr.  Denitooi.  Thank  you,  Mr.  Chairman. 

Mr.  Johnson,  you  indicate  that  the  world  price  on  sugar  is  approxi- 
mately 6  to  7  cents  above  the  U.S.  domestic  market  price.  May  I 
ask  vou  what  the  world  price  is  ?  fl 

Mr,  Johnson,  I  believe  it  is  about  26  centa  now,  Congressman.      V 

Dr,  Denholm,  Would  that  make  the  domestic  price  about  20  cents 
in  the  United  States? 

Mr.  JoHNSOK.  Well,  19  or  20. 

Mr.  Denholm.  Mr.  Johnson,  it  is  23  cents  in  Centerville,  S^D. 

Mr.  Johnson.  I  can  believe  that. 

Mr.  Denholm.  I  had  a  telephone  call  yesterday  from  a  baker 
town  of  about  500  people  and  he  is  selling  bread  for  65  cents  a  loaf 
today  because  he  cannot  obtain  sugar  at  23  cents. 
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I  am  concerned  about  the  inequities  of  this  program.  I  have  men- 
tioned that  before.  Not  only  the  inequities  that  exist  between  our 
people  in  the  United  States  but  the  inequities  that  exist  between  the 
people  of  foreign  countries  on  prescribed  quotas  and  selling  in  our 
market. 

Now,  Mr.  Johnson,  I  know  that  you  are  familiar  with  the  income 
of  farm  families  in  the  United  States. 

The  Chairman.  Before  you  go  a  little  further,  I  wonder  if  the 
gentleman  will  yield  in  connection  with  what  he  is  saying? 
Mr.  Denholm.  Yes,  I  will,  Mr.  Chairman. 

The  Chairman.  I  think  it  ought  to  be  pointed  out  that  these  fig- 
ures as  to  world  price  and  the  comparable  domestic  price  are  on  raw 
sugar  delivered  to  eastern  ports,  I  believe.  But  they  are  not  based 
upon  the  retail  price  of  sugar  in  South  Dakota  or  in  Texas  or  any- 
where else.  They  are  figures  on  bulk  raw  sugar  which  has  to  be  re- 
fined. Those  are  the  prices  where  we  are  talking  about  the  5  cents 
difference,  not  on  the  retail  price  at  all  or  the  wholesale  price,  because 
it  is  raw  sugar  in  ships  out  at  sea  that  we  are  talking  about  to  get 
a  comparable  price. 

I  mean  when  you  are  talking  about  the  26  cents  for  sugar,  even 
though  the  baker  is  probably  buying  it  wholesale,  it  is  an  entirely 
different  thing  from  the  sugar  that  is  quoted  on  the  world  market. 
This  is  refined  sugar  that  you  are  talking  about.  They  are  just  dif- 
ferent items. 

Mr.  Denholm.  Mr.  Chairman,  the  testimony  of  the  witness  in  the 
record  supports  the  Sugar  Act  as  a  program  of  merit  for  consumers 
and  producers  and  I  wonder  why  ? 

Mr.  Johnson.  Congressman,  are  you  concerned  about  the  disparity 
in  wage  levels  paid  in  countries  where  we  export  sugar  compared  to 
our  wage  levels  ? 

Mr.  Denholm.  I  am  concerned  about  the  ultimate  outcome  of  the 
program  and  what  is  to  occur  in  the  future.  Will  we  have  sugar  at 
any  price  if  we  continue  the  program  as  it  has  been  with  the  dis- 
crepancies and  inequities  that  are  working  against  the  people  that 
work  for  miserably  low  annual  incomes  in  various  geographical  lo- 
cations. 

Now,  Mr.  Rhodes  works  in  sugar  cane  fields.  However,  I  have 
observed  the  audience  carefully  for  several  days  and  I  know  it  is 
difficult  to  recognize  our  farm  people  separate  from  others  because 
farm  people  present  themselves  well.  There  were  two  farmers  here 
from  Minnesota  and  North  Dakota  during  the  hearings  but  we  are 
talking  about  an  agriculture  program  that  should  be  of  interest  to 
growers.  I  am  wondering  where  the  farmers  are  and  how  much 
profit  farmers  are  experiencing  as  a  result  of  production?  It  goes 
to  the  issue  of  whether  or  not  farmers  are  realizing  sufficient  income 
to  pay  workers  more  and  whether  they  can  employ  essential  labor 
on  a  more  continuous  basis.  Is  the  required  work  force  underem- 
ployed and  substantially  unemployed  in  the  beet  and  cane — ^sugar 
industry. 

That  is  the  problem.  I  would  like  to  hear  facts  for  appropriate 
determination  of  policy  and  programs  for  the  future.  May  I  ask, 
why  is  your  testimony  that  the  Sugar  Act  is  a  program  of  merit 
for  consumers  and  producers? 
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Mr*  JoHis'soN.  Well,  it  is  good^  Congressman  Denholin,  becaus 
it  has  provided  some  stability, 

Mr,  Dejcholm,  Stability  for  whom  ? 

Sir,  JoHXsON.  It  has  provided  some  stability  for  the  prodticerJ 
provided  some  stability  in  price  for  the  consumer.  Now,  we  ar©  nc' 
totally  happy  with  the  prices  producers  have  been  receiving,  altbonghl 
I  inust  say  I  do  not  think  producei-s  have  been  losing  any  monej 
on  BUgan  For  many  years,  we  have  felt  that  the  price  was  not  hig' 
enougli.  Looking  at  we  objective  of  the  program  of  getting  assnranc 
that  there  would  be  available  supplies  to  meet  the  need.  I  would  sa^ 
that  at  tills  point,  perhaps  your  and  my  concern,  looking  at 
total  interest,  both  from  a  standpoint  of  producers  and  the  nation^ 
would  be  in  attempting  to  look  more  broadly  at  sugar^  looking  at 
it  in  a  broader  international  coBt^.xt. 

1  am  ftnu  fill  if  tiie  priw  situation  in  the  world  market  continues 
to  reflect  a  sissable  increment  above  our  price  here,  our  foreign  source 
of  supply  will  dry  up  and  that  leaves  us  to  look  at  the  need  for* 
giving  some  leadership  in  this  country  toward  reactivating  a  sugar 
agreement  in  which  we  will  be  full  partners.  We  have  never  been  a 
full  partner  in  a  sugar  agreement  becaii^  of  our  arrangement  with 
our  ovni  importing  coimtries.  W©  have  included  ourselves,  although 
we  have  been  sympathetic  toward  those  when  they  were  cooperating 
in  an  intei'national  arrangement* 

T\Tiat  I  am  saying  we  ought  to  be  doing  here  and  I  would  hojr 
this  committee  in  it^  deliberations  could  give  some  support  to  this; 
is  to  begin  to  look  at  the  total  world  situation  in  sugar  with  the 
selfish  interest,  if  you  will  permit  me  to  say  that,  of  assuring  our.^ 
eoimtry  adequate  supplies.  In  the  past,^  I  think,  Congressman,  theM 
way  the  sugar  allocations  have  been  divided  up  between  domestic*™ 
and  foreijm  have  been  largely  a  political  rontribntion,  althongh  ob- 
viously* there  are  economic  aspects  to  that. 

Mr.  GoonLiNG.  Sorry,  Mr,  Denholm,  I  believe  your  time  has 
pi  red. 

Mr*  Den'holm:.  Thank  you,  Mr,  Chairman, 

IVTr.  GooDLixo.  Mr.  Litton  ? 

Mr,  Ltttox.  I  liave  only  a  couple  of  questions, 

Mr,  Johnson,  I  noticed  yon  were  talldng  about  stability.  Yesterday 
it  was  indicated  that  soniethinqr  like  16  out  of  the  lost  SO  years,  sugar 
prices  in  America  have  been  higher  than  the  world  market  price.  Is 
that  correct? 

Mr,  JoHi^'sox-  That  is  right.  Most  of  the  past  years  we  have  had 
a  sugar  program ;  that  has  been  true. 

^rr.  LrrTn:N\  So  this  means  that  as  far  as  the  consumer  of  thia^ 
country  is  concerned,  they  have  really  paid  more  for  sug^r  in  ISfl 
nut  of  20  years  than  the  world  market  price?  " 

Air.  Johnson,  Yes,  but  the  consumer  has  been  assured  of  adequate 
supplies  of  sugar  and  it  has  not  been  subject  to  the  variances  in  the 
world  in  terms  of  supplies*  For  that,  the  cost  of  the  consumer  for 
thnt  assurance,  in  my  opinion,  has  been  very  minimal,  ^ 

Mr.  Lrrmx.  That  is  the  point  T  am  trying  to  get  at.  It  looks  to™ 
me  like  both  the  pnn^hnsers  and  the  producers  seem  to  like  the 
program  in  spite  of  this  figure  that  I  have  just  quoted,  Tlie  statement  ^ 
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they  seem  to  make  over  and  over  again  relates  to  stability  and  the 
fact  that  the  sugar  program  does  assure  a  steady  and  stable  supply 
for  the  purchaser. 

Mr.  Johnson.  Well,  Congressman  Litton,  these  gentlemen  I  have 
with  me  are  active  in  cooperatives.  They  have  invested — ^these  men 
knofw  their  own  numbers,  but  they  have  $100  an  acre  in  terms  of 
per  sugar  beet  acre,  invested  in  rough  figures  in  a  co-op  refinery. 
Now,  why  did  they  do  that?  Why  did  the  lenders  they  borrowed 
from  permit  them  to  do  that?  It  is  simply  because  we  had  a  program 
that  assured  these  producers  a  stable  price  year  after  year,  at  least 
the  prospect  of  making  a  profit  every  year. 

Let  me  say  that  in  sugar,  unlike  some  other  crops,  you  have  to 
develop  that  refining  capacity  before  it  is  feasible  to  develop  any 
productive  capacity.  It  is  a  long  range  process.  If  you  do  not  have 
assurance  on  a  kind  of  long  range  that  the  producers  will  make  a 
profit,  there  will  not  be  a  refining  capacity,  so  the  supply  will  not 
eventually  get  to  where  it  should  be. 

Mr.  Litton.  Is  it  your  point  that  we  have  stability  for  the  pur- 
chaser, but  there  is  a  secondary  benefit  so  far  as  the  producer  is 
concerned  and  that  is  that  he  can  make  long-range  investments 
because  of  the  program  and  the  consimier  is  eventually  the  bene- 
ficiary? 

Mr.  Johnson.  It  is  absolutely  essential  to  the  producer  that  he 
is  going  to  make  a  profit  before  he  can  invest  in  machinery  in  the 
instances  where  producers  were  taking  over  some  of  these  plants 
and  putting  in  cooperative  operations,  to  finance  that  type  of  facility. 

Mr.  LrPTON.  In  spite  of  tniis,  though,  we  have  still  had  16  out  of 
20  years  where  prices  have  been  higher  here  in  America  than  abroad. 

Mr.  Johnson.  The  way.  Congressmen,  that  things  are  changing, 
who  knows  now  that  that  will  not  be  another  16  years  the  other  way. 

Mr.  LrPTON.  One  more  question.  Ms.  Guillory  testified  that  USDA 
permitted  sugar  growers  to  deduct  from  the  wages  of  workers  pay- 
ments for  a  third  party.  Is  this  a  requirement  of  employment?  In 
other  words,  is  an  employee  required  to  sign  that  kind  of  a  statement 
before  they  are  employed  ? 

Ms  Guillory.  It  is  not  a  requirement  of  employment.  It  is  one 
of  the^  regulations  promulgated  by  USDA.  It  has  been  permitted  to 
go  on  in  Louisiana,  but  there  have  been  court  cases  in  Colorado  where 
the  courts  have  struck  down  this  same  kind  of  regulation.  What  we 
are  objecting  to  is  the  fact  that  USDA  continues  to  allow  this  kind 
of  procedure  to  go  on. 

Mr.  Litton.  You  do  not  think  it  should  be  allowable? 

Ms.  Gtjcllory.  Certainly  not.  You  have  workers  who  are  in  the 
plantation  system  giving  their  written  consent.  That  consent  is  very 
questionable  in  view  of  the  fact  that  those  workers  are  in  an  unequal 
bargaining  situation  and  beholding  to  the  grower  for  perhaps  other 
necessities  of  life.  I  would  definitely  say  that  the  USDA  has  been 
delinquent  in  allowing  this  kind  of  procedure  to  continue. 

Mr.  LrrroN.  Thank  you  very  much. 

Mr.  Symms.  Will  the  gentleman  yield  ? 

Mr.  Litton.  I  will  be  happy  to  yield  to  the  gentleman. 

Mr.  Symms.  I  wanted  to  furtlier  Mr.  Litton's  question  to  Mr, 
Johnson  if  I  could,  because  I  think  we  all  shaxe  the  concern  of  the 
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people  who  are  here  this  morning  about  the  plight  of  some  of  the 
people  at  the  bottom  end  of  the  scale  here  in  our  countrj.  J 

Reuben,  what  I  think  is  the  concern  of  everybody  here,  and  maybS 
^^ou  would  like  to  comment  on  it,  is  what  will  happen  to  a  40-year-old 
uneducated  cane  worker,  for  instance,  if  somet-hing  happens  t-o  the 
isugar  industry?  l¥hat  other  opportunities  are  there  for  him  ulti- 
mately? Do  you  want  to  camnient  on  thatt  That  is  a  concern  thafl 
we  all  have,  ^ 

Mr*  JoHxsoN.  Wellj  Congressman  Symms,  I  am  sure  all  of  our 
witnesses  here  today  who  represent  workers  realize  that  the  indus- 
try does  provide  jobs.  That  is  something  that  I  think  we  all  have 
to  recognizBi  The  concerns  that  have  been  expressed  here  have  been 
more  in  terms  of  how  to  make  the  worker  share  more  equitably  in  the 
industry.  ^        m 

You  know,  one  of  the  things  about  the  sugar  program  unlike  i|| 
other  farm  programs — ^we  have  been  able  to  come  here  to  talk  to 
city  and  urban  members  and  assure  them  that  we  were  in  this  com- 
mittee working  on  provisions  that  assure  that  prevailing  wages  or- 
fair  wages  would  be  paid  to  workers  in  the  industry. 

Yes,  you  make  a  point.  I  agree;  I  am  sure  everyone  in  tliis  roonx 
would.  If  we  have  a  turning  down  of  production,  a  regressing  of 
the  industry  in  terms  of  output,  therefore  generating  l^s  return 
totally,  there  will  be  fewer  jobs*  There  is  a  trend  toward  mechaniza- 
tion which  may  develop  a  trend  toward  fewer  jobs  in  any  event.  But 
certainly,  if  we  could  keep  a  viable  industry,  if  we  can  keep  some 
equity  for  the  workers — ^which  T  do  not  think  the  producer  generally 
disagrees  with — we  will  all  profit  by  doing  that, 

Mr,  GooDLiNG.  Sorry,  ]Mr<  Symms. 

Mr.  Stmms.  Thank  you. 

Mr*  GooDLiNG.  Mr.  Chairman  ? 

The  Chairman.  No,  thank  you, 

The  Chair  would  like  to  announce  that  we  c-an  resume  these  siigSr 
healings  on  Tuesday  at  10  o'clock.  We  will  not  have  sugar  hearings 
on  Wednesday.  I  believe  our  request  for  hearings  was  such  that  we 
were  able  to  arrange  our  schedule  without  any  sugar  hearings  on 
Wednesday  of  next  week.  The  committee  will  meet  on  Wednesday 
in  the  hope  that  we  may  finish  the  futures  exchange  legislation  at; 
that  time.  Then  we  will  meet  on  Thursday  and  Friday  on  sugar  legis- 
lation next  week. 

The  committee  will  now  stand  in  recesg  until  10  o'clock  Tuesday 
morning. 

[Whereupon,  at  11 :50  a,m,,  the  committee  was  adjourned  until- 
Tuesday,  February  26,  1974,  at  10  a,m>] 

[The  following  letter  was  subsequently  submitted  to  the  com^ 
mittee :] 
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\  Congees B  of  the  United  States, 

House  of  REPRESENXATrvES, 
Washington,  D.C,  Febmury  28,  197^ 
Hon.  W.  R,  PoAGE,  Chairman, 
Com  mittee  on  AgnculturVf 
WaBhingtont  D.C. 

Dear  Mr.  Chairman*  As  you  fenow,  several  siMjaUM  spokesmen  for  Tjod: 
ana  sugar  farni  workers  testified  on  the  legislation  before  our  Conunttt 
H.  R,  12525,  to  extma  the  Sogar  Act 
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It  would  seem  appropriate  for  the  CJommittee  to  determine  the  nature  and 
purpose  of  each  of  the  organizations  represented  by  the  witnesses  and  how 
each  of  the  organizations  Is  funded.  I  would  appreciate  your  directing  the 
Committee  staff  to  o4>taln  this  information  for  the  hearing  record. 

Those  who  testified  on  February  22nd  gave  a  distorted  picture  of  the  joib 
the  U.  S.  Department  of  Agriculture  has  done  in  administering  the  wage 
provisions  of  the  Sugar  Act  For  the  record,  I  am  enclosing  a  copy  of  a  chart 
entitled  '^Minimum  Wage  Hates  of  Fleldworkers,  Producer  Income,  and  Cost 
of  Food  and'  Clothing,  All  Domestic  Sugar  Producing  Areas,  1934  to  Date." 
This  chart  appeared  in  the  August,  1973,  issue  of  Sugar  Reports,  published 
by  the  Agricultural  Stabilization  and  Conservation  Service  of  the  U.  S.  De- 
partment of  Agriculture.  It  demonstrate  that  minimum  wage  rates  established 
by  the  Secretary  of  Agriculture  have  risen  much  faster  than  (1)  cost  of  food 
and  clothing,   (2)   sugar  farmers*  income,  and   (3)   the  consumer  price  index. 

The  February  22nd  witnesses  also  gave  a  distorted  picture  of  the  Louisiana 
sugar  industry  and  its  field  workers.  For  the  record,  I  would  like  to  cite  the 
following  facts  about  wage  rates  for  Louisiana  sugar  cane  field  workers: 

1.  Minimum  wage  rates  presently  in  effect,  as  established  by  the  Secretary 
of  Agriculture  under  the  Sugar  Act  range  from  $1.90  to  $2.10  per  hour,  de- 
pending on  type  of  work.  New  minimum  rates  will  be  established  before 
harvest  of  the  1974  crop. 

2.  The  lowest  minimum  rate  for  Louisiana  cane  field  workers  increased  90% 
since  1967,  while  the  cost  of  living  increased  38.5%. 

3.  An  American  Sugar  Cane  League  survey  shows  equipment  operators  on 
Louisiana  sugar  cane  farms  are  offered  an  average  of  2445  hours  of  work 
per  year.  At  present,  under  existing  minimum  rates,  equipment  operators 
earn  more  than  $5000  per  year  if  they  take  advantage  of  all  the  work  offered 
to  them.  Absenteeism  rate  for  equipment  operators  was  11%  in  1972,  accord- 
ing to  the  League's  survey. 

I  would  appreciate  your  placing  this  letter  and  enclosure  in  the  hearing 
record  immediately  following  the  testimony  given  on  February  22nd. 
With  kindest  personal  regards. 
Sincerely, 

John  R.  Rabick. 
Member  of  Congress. 
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SUGAR  ACT  EXTENSION,  1974 


TXTESDAY,  PEBBUABY  26,   1974 

House  of  REapKEssENTAxivEfl^ 
Committee  on  Agriculture, 

Washington^  D.O. 

The  eommittee  Daet,  pursuant  to  recess,  at  10  a.m.,  in  room  1301, 
Longworth  House  Office  Building,  Hon.  W.  R.  Poage  (chairman) 
presiding. 

Present:  Eepresentatives  Poage,  Foley,  de  la  Grarza,  Vigorito, 
Jones  of  North  Carolina,  Bergland,  Denholm,  Rarick,  Bowen, 
Wampler,  Mathias,  Mayne,  Zwach,  Sebelius,  Mizell,  Findley,  Symms, 
and  Young. 

Also  present:  Fowler  We^,  staff  director,  John  O'Neal,  general 
counsel;  Hyde  Murray,  associate  counsel;  John  Rainbolt,  associate 
counsel:  L.  T.  Easley,  press  assistant;  Steve  Allen,  staff  consultant; 
Perry  Shaw,  staff  assistant. 

The  Chairman.  The  committee  will  be  in  order; 

We  are  meeting  this  morning^  to  continue  the  discussion  of  sugar 
legisation.  I  notice  our  first  witness  this  morning  is  Mr.  Leonard 
C.  Meeker,  attorney  at  law,  representing  the  National  Consumers 
Congress. 

Mr.  Meeker,  we  will  be  glad  to  hear  from  you. 

STATEMENT  OF  LEONARD  C.  MEEKER,  REPRESENTING  THE 
NATIONAL  CONSUMERS  CONGRESS 

Mr.  Meeker.  Mr.  Chairman,  members  of  the  committe,  I  appreci- 
ate very  mudi  this  opportunity  to  appear  before  the  Committee  on 
Agriculture  and  present  views  on  behalf  of  the  National  Consumers 
Congress.  This  congress  is  the  consumer  organization  which  grew 
out  of  the  meat  boycotts  of  last  spring,  1973.  Representing  consumers, 
the  congress  has  an  interest,  affirmed  at  its  founding  convention  and 
by  its  lx>ard  of  directors  subsequently,  in  seeing  that  American  food 
industries  are  not  subject  to  agreements  that  support  inflated  prices, 
protect  inefficiencies  in  production,  and  permit  sugar  producers  to 
avoid  the  normal  and  humane  requirement  of  paying  a  living  wage 
and  providing  decent  conditions  to  sugar  workers. 

In  addition  to  the  National  Consumers  Congress,  the  League  of 
Women  Voters  of  the  United  States,  in  accordance  with  its  long- 
standing opposition  to  import  quotas,  supports  the  termination  of 
sugar  quotas. 

I  wish  to  state  this  morning  some  considerations  in  favor  of  ter- 
minating the  Sugar  Act  on  the  date  of  ex()iration  set  by  the  legis- 
lation now  in  force,  which  is  December  31, 1974. 

(161) 
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During  the  last  four  de^adps,  sugar  in  the  United  States  has  been 
subject  to  a  special  statutory  regime  not  applied  to  other  agricultural 
commodities*  This  regime  has  comprised  an  excise  tax,  subsidies  to 
growers,  and  quotas;  the  quotas  have  limited  domestic  production 
and  also  imports  into  the  United  States  of  foreign- produced  sugar, 
The  Sugar  Act  was  adopted  in  the  early  1930's  when  there  were 
chronic  world  surpluses  and  low  price  for  sugar.  The  legislation  thus 
provided  unusual  protection  to  the  U.S.  sugar  industry.  In  most 
years  the  world  market  price  was  below  the  U.S.  price.  Thus,  the 
quota  system  established  by  the  Sugar  Act  caused  the  consuming 
public  in  this  country  to  pay  a  substantial  premium  for  sugar^ — a 
dilferential  estimiUed  at  $5i)U  to  $700  million  aunuiilly  during  several 
years  even  in  the  la  Fit  {h^'ade. 

Today,  the  conditions  of  chronic  surplus  and  depressed  prices — 
which  led  to  enactment  of  the  Sugar  Act — have  entirely  changed: 
world  consumption  has  outdistanced  world  production;  world 
stocks  have  been  drawn  down  to  less  than  30  percent  of  1  year's 
world  consumption;  and  prices— both  in  the  United  States  and  on 
the  world  market — have  skyrocketed,  the  world  price  now  standing 
5  cents  a  pound  above  the  U.S-  price. 

This  is  not  all  that  has  changed.  World  requirements  for  agricul- 
tural commodities  generally  have  risen  so  that  the  United  States  is 
no  longer  a  land  of  unused  surpluses ;  instead,  it  has  become  a  major 
agricultural  exporter  in  world  trade.  Under  new  agricultural  poli- 
cies, American  farmers  are  called  upon  to  respond  to  market  forces, 
to  plant  what  they  can  grow  most  efficiently  and  with  comparative  J 
advantage.  V 

The  Sugar  Act  has  become  obsolete.  The  National  Consumers 
Congress  believes  this  legislation  should  be  tenninated  entirely.  The 
present  appears  the  optimum  time  for  changing  to  free  trade  in 
sugar,  assimulating  its  treatment  to  that  of  other  agricultural  com- 
modities generally.  Our  reasons  may  be  summarized  as  follows : 

(1)  Ilie  American  consuming  public  is  entitleji  to  buy  agricultural 
commodities,  including  sugar,  at  prices  derived  from  free  trade  and 
competition  among  world  sources  of  supply.  Specifically,  the  imposi- 
tion of  premium  costs  on  American  consumption  of  sugar  cannot  be 
justified  during  those  times  when  the  world  market  price  is  lower 
than  a  U.S.  price  kept  artificially  high  by  a  special  regime  for^ 
Bugar.  ■ 

(2)  The  United  States  remams  committed  to  free  trade  as  the 
soundest  approach  in  our  international  economic  policy;  free  trade 
best  safeguards  and  promoter  the  interc>sts  of  the  largest  number  of 
Americans — not  only  the  general  consuming  public,  but  the  labor 
force  and  farmers  as  well.  For  the  United  States  to  be  consistent, 
persuasive,  and  credible  in  international  trade  policy  and  negotia- 
tions, a  special  protectionist  regime  for  sugar  embodying  import 
quotas  should  not  be  maintained — particularly  when  we  are  urging 
Japan  and  the  European  Conmion  Market  to  remove  their  quota 
restrictions  on  U,S,  agricultural  exports.  M 

(3)  At  present  the  world  market  prices  is  significantly  higher  thani 
the  U,S.  price,  owing  to  rising  worldwide  consumption  of  susrar 
(especially  in  developing  countries)  and  owing  to  failure  of  produc* , 
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tion  to  expand  correspondingly.  Of  course,  we  cannot  predict  that 
the  situation  will  be  reversed  promptly,  as  it  was  after  the  1963- 
temporary  rise  in  the  world  market  price.  A  high  rate  of  consump- 
tion relative  to  production  and  an  elevated  world  price  may  con- 
tinue for  a  few  years.  In  this  event,  we  could  not  expect  foreign, 
suppliers  to  furnish  their  quotas  to  the  U.S.  sugar  market  at  a  sig- 
idncant  discoimt  from  world  prices.  If  foreign  producers  should, 
make  the  assessment  that  overall  shortage  in  world  sugar  supplies? 
will  persist  for  some  time,  the  existence  of  a  quota  system  in  the 
TJnit^  States  with  its  guaranteed  market  for  limited  import  quan- 
tities would  probably  not  exert  continuing  magnetic  effect  so  as  to 
draw  sugar  exports  to  the  United  States  at  relatively  low  prices. 
American  consumers  are  not  going  to  be  helped  by  the  Sugar  Act 
in  a  time  of  high  world  prices. 

(4)  If  the  United  States  ends  its  quota  system,  this  action  could 
benefit  the  consuming  public  both  in  the  near  term  and  for  the 
longer  run.  Ending  the  quotas  could  (a)  lead  to  a  reduction  in  the 
present  inflated  world  market  price  since  dealers  and  growers  would 
at  once  appreciate  that  the  United  States  had  moved  definitively 
away  from  a  restrictive  policy  on  sugar,  and  (6)  ending  the  quota 
system  could  stimulate  increases  of  production  in  areas  where  sugar 
growing  is  an  optimally  ^cient  and  economic  use  of  agricultural 
land. 

(5)  Terminating  the  regime  of  the  Sugar  Act  could  be  expected 
to  have  limited,  indeed  minimal,  effect  on  the  U.S.  sugar  industry 
while  the  world  price  of  sugar  remained  relatively  high.  Not  only 
would  sugarcane  production  in  the  continental  United  States  con- 
tinue at  least  at  present  levels,  but  sugar  beet  production  would  prob- 
ably be  maintained  as  well.  In  the  event  of  eventual  decline  in  the 
world  price  to  levels  lower  than  the  U.S.  price,  some  domestic  acreage 
might  be  shifted  to  other  crops  such  as  wheat,  sorghum,  com,  soy- 
beans, and  cotton.  Substantial  economic  arguments  would  favor  some 
conversion  from  domestic  sugar  growing  to  those  alternative  crops 
that  could  be  grown  with  greater  efficiency  and  comparative  advan- 
tage in  the  United  States,  thus  leaving  this  country  to  draw  a  larger 
share  of  its  sugar  from  abroad. 

(6)  In  such  a  case  we  would  not  be  faced  with  the  spectra  of  a 
foreign  cartel  withholding  supplies  of  raw  sugar  or  raising  the  price 
out  of  sight.  Sugar — unlike  petroleum — is  not  limited  to  particular 
geographical  areas:  It  can  be  grown,  as  cane  or  beets,  in  any  tem- 
perate, subtropical,  or  tropical  climate^  and  in  fact  is  grown  in  many 
countries  around  the  world.  The  ending  of  American  quotas  could 
stimulate  new  and  increased  production  in  countries  where  sugar 
growing  constitutes  optimal  use  of  agricultural  land  and  can  be 
carried  on  with  maximum  efficiency. 

Suggesting  termination  of  the  special  Sugar  Act  regime  is  not 
to  propose  an  end  to  the  domestic  industry  in  the  United  States. 
A  substantial  part  of  our  industry  would  remain  competitive  in  a 
free  market  even  in  the  event  of  a  decline  in  world  prices.  The  size 
of  the  domestic  industry  to  be  retained  could  be  regulated  through 
a  program  of  income  support  to  growers  based  on  a  target  price. 

Stress  has  sometimes  been  laid  on  the  importance  of  a  large  as- 
sured supply  of  sugar  for  American  consumption.  An  argument 
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based  on  "national  security"  considerations  has  even  been  advanced. 
This  argument  might  once  have  stemmed  from  the  World  War  I 
technology  in  which  explosives  were  manufactured  from  alcohol  de- 
rived from  sugar.  There  are  no  "national  security"  groimds  today. 
Indeed,  some  scientific  and  medical  studies  increasingly  point  to 
sugar  as  an  element  that  has  become  excessive  in  the  American  diet, 
and  indicate  that  heavy  consumption  of  sugar — ^most  of  it  now  in 
processed  foods — ^is  harmful  to  health. 

In  conclusion,  I  would  recommend  the  following:  first,  terminat- 
ing the  Sugar  Act  this  year — ^including  the  elements  of  excise  tax, 
subsidies,  and  quotas;  second,  enacting  legislation  that  would  au- 
thorize income  support  to  domestic  sugar  growers,  at  an  appropriate 
level  to  be  determined.  And  third,  giving  consideration  to  an  inter- 
national agreement  in  sugar  governing  exports  by  producing  coun- 
tries, purchases  by  importing  countries,  and  the  maintenance  of 
adequate  world  stocks  of  sugar. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much,  Mr.  Meeker.  We  appre- 
ciate your  statement. 

I  think  that  in  view  of  Mr.  Meeker's  statement  being  entirely  dif- 
ferent from  those  that  will  be  forthcoming,  because  we  are  now  going 
to  pass  to  foreign  suppliers  with  the  end  of  this  statement,  possibly 
we  should  question  Mr.  Meeker  right  now. 

Are  there  those  who  want  to  ask  questions  of  Mr.  Meeker? 

Yes,  Mr.  Wampler. 

Mr.  Wampler.  Mr.  Meeker,  I  want  to  thank  you  for  appearing 
here  this  morning,  and  I  think  every  member  of  this  comimittee,  in- 
deed every  member  of  Congress  is  sensitive  to  and  deeply  concerned 
with  the  high  cost  of  living,  the  high  cost  of  food  and  other  com- 
modities and  essential  services  which  we  must  have  to  exist. 

Are  you  aware  that  there  has  been  testimony  before  this  committee 
to  the  effect  that  tjie  American  consumer  is  paying  less  for  sugar 
than  most  consumers  throughout  the  world  today? 

Mr.  Meeker.  Yes,  I  am  aware  that  the  current  world  price  is 
indeed  higher  than  the  U.S.  price,  although  it  is  an  interesting  de- 
velopment that  even  in  the  last  few  days,  there  has  been  a  narrowing 
of  the  gap  and  a  number  of  people  who  are  rather  conversant  with 
the  international  market  in  sugar  believe  that  that  gap  will  be  further 
narrowed  and  may,  indeed,  disappear. 

Mr.  Wampler.  Mr.  Meeker,  this  is  an  extremely  complicated  mech- 
anism but  it  works  and  I  do  not  profess  to  tell  you  that  I  understand 
all  aspects  of  it.  I  would  be  very  reluctant  to  change  something  that 
is  working:  and  has  worked,  and  T  would  be  verv  reluctant  to  let 
this  bill  expire  if  I  thou2:ht  it  was  goins:  to  raise  the  price  of  sugar. 
I  think  the  thrust  of  the  testimony  before  this  committee  thus  far 
is  that  if  we  abandon  what  we  have  we  may  well  see  an  escalation 
in  sugar  prices,  and  this  is  what  I  want  to  avoid. 

Did  your  orq^anization  participate  in  or  were  you  in  sympathy 
with  the  so-called  bovcott  of  beof  a  few  months  ago? 

Mr.  Meeker.  The  National  Consumers  Congre^ss  did  indeed  arise 
out  of  the  boycotts.  That  was  at  a  time  before  I  represented  them. 
T  represent  them  in  this  matter  of  sugar.  I  have  not  represented  them 
in  other  matters. 
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Mr.  Wampubr,  You  are  aware  of  what  happened  as  a  result  of 
that  boycott,  are  you  not? 

Mr.  Meeker.  Mr.  Wampler,  if  I  may,  I  would  like  to  add  just 
one  further  thought  on  the  matter  of  what  effect  there  might  be  on 
prices  of  sugar  if  the  Sugar  Act,  with  its  quotas,  were  to  be  termi- 
nated. I  think  that  at  the  present  time,  the  international  market  in 
sugar  is  limited  because  of  a  series  of  special  arrangements  like  the 
U.S.  Sugar  Act,  the  Commonwealth  Sugar  Act,  the  arrangements 
within  the  Common  Market,  and  Soviet  purchases  from  Cuba.  If 
the  U.S.  were  to  terminate  its  quota  system,  this  would  increase 
materially  the  volume  of  sugar  that  would  be  traded  to  the  free 
market.  This,  I  believe,  would  have,  if  anything,  an  affect  toward 
lowering  and  moderating  prices  rather  than  increasing  them,  and  it 
would  have  the  further  enect  of  indicating  to  growers  around  the 
world  that  the  U.S.  market  is  going  to  be  free  and  open  in  the  future 
and  therefore,  they  might  be  well  advised  on  economic  grounds  to 
plant  and  grow  more  according  to  their  own  possibilities. 

Mr.  Wampler.  There  is  one  other  statement  in  your  testimony 
that  I  found  somewhat  intriguing.  You  said  that  sugar,  unlike 
petroleum,  is  not  limited  to  particular  geographical  areas.  I  thought 
the  opposite  was  true,  that  sugar  is  in  fact  Umited  because  of  soil, 
climate,  and  other  economic  factors.  It  is  in  fact  limited  to  a  few 
areas  of  the  world. 

Mr.  Meeker.  Cane  sugar,  of  course,  is  grown  in  both  tropical  and 
subtropical  areas  and  can  be  grown  wherever  it  is  found  and  indeed 
is  f oimd  in  many  countries  m  this  hemisphere  and  in  Africa  and 
Asia.  Beet  sugar  is  grown  in  temperate  climates,  in  both  western  and 
eastern  Europe,  and  indeed  in  many  States  in  the  U.S.  So  my  point 
is  simply  to  suggest  that  the  possibilities  for  growing  sugar,  either 
as  cane  or  as  beet,  are  very  widely  distributed  in  a  geographical 
sense. 

Mr.  Wampler.  Thank  you. 

The  Chairman.  Mr.  Fmdley. 

Mr.  FiNDLEY.  Thank  you,  Mr.  Chairman. 

First  of  all,  I  would  like  to  have  it  noted  in  the  record  that  our 
witness  today  has  an  extraordinary  background.  When  I  first  met 
him^  he  was  legal  adviser  to  the  Secretary  of  State  in  the  adminis- 
tration of  President  Johnson.  On  a  subsequent  occasion,  I  met  him 
when  he  was  Ambassador  to  Koumania.  So  he  brings  to  this  com- 
mittee a  considerable  background  in  foreign  relations  and  the  legal 
aspects  of  foreign  policy. 

Personally,  I  am  very  gratified  to  hear  the  recommendations  that 
Mr.  Meeker  has  brought  here,  because  they  seem  to  echo  some  points 
and  recommendations  I  have  made  for  the  reform  of  the  Sugar  Act 
in  the  past. 

Mr.  Meeker,  could  you  give  some  information  about  the  member- 
ship of  the  National  Consumers  Congress?  I  find  it  gratifying, 
frankly,  that  a  consumer  congress  does  exist.  Can  you  tell  us  ap- 
proximately how  many  members  you  have? 

Mr.  Meeker.  The  National  Consumers  Congress  is  a  nonprofit 
corporation  organized  under  the  laws  of  the  District  of  Columbia. 

It  has  as  members  both  individuals  and  organizations.  The  member- 
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ship,  of  which  I  do  not  really  have  a  good  e^imate,  is  scattered| 
throughout  40  of  the  50  States/The  congress  has  appointed  repi-esenH 
tatives  to  consult  with  the  Secretary  of  Agriculture,  which  thesffl 
representatives  have  done  periodically  since  last  October.  ^   1 

Mr.  FiNDLET,  Well,  I  hope  that  consumer  groups  will  take  an  ia4 
creasing  interest  in  agricultural  legislation.  The  mare  Bpeeiali^edH 
interest  of  the  foreign  countries  and  the  various  growing  groups  arq 
wel]  represented  in  this  room  today  and  have  been  in  the  past  butn 
there  has  been  an  underrepreseiitation  of  the  consumer  inter^t,  I 
feeL 

Could  you  give  us  your  view  of  the  effect  of  quotas  on  intema 
tional  relations?  It  has  often  occurred  to  me  that  in  picking  an<3 
choosing  among  foreign  countries,  we  create  some  irritations  anc 
problems  tliat  might  otherwise  not  e%ist* 

Mr,  Meeker,  Certainly,  it  is  true  that  if  and  when  it  become 
necessary  to  fix  quotas  and  to  distribute  them  among  foreign  coun- 
tries, there  is  bound  to  be  a  competition  for  those  in  times  when  the 
quotas  have  economic  significance.  They  do  not  now.  When  one  coim- 
try  seeks  a  quota  and  others  are  there  to  compete  for  it,  this  does 
create  both  a  rivalry  and  competition  between  them  and  competing 
pressures  wliich  are  exerted,  both  on  the  Department  of  State  and, 
indeed,  on  the  Congress,  as  I  am  sui^  the  members  of  this  committee 
are  aware  from  previous  years  when  the  sugar  legislation  was  befoi^e 
the  Congress  for  consideration,  I  think  that  any  quota  system  is 
undesirable  in  that  sense  of  creating  a  type  of  cutthi-oat  competition,  ■ 
with  many  lobbyists  involved,  between  foreign  countries.  ■ 

Moreover,  it  has  a  wider  ranging  economic  effect  in  that  the  im- 
position of  quotas  in  one  area  make-s  it  harder  for  us  to  carry  our 
point  of  free  trade  in  other  areas,  a  policy  which,  overall,  I  think, 
very  greatly  benefits  the  United  States.  M 

Mr.  FixdijEy.  Mr.  Meeker,  it  has  bt^en  suggested  that  we  ought™ 
to  keep  Sugar  Act  because  it  works.  One  of  the  longstanding  an- 
nounced objectives  of  the  Sugar  Act  was  to  assure  stable  prices.  Can 
it  be  said  that  the  prices  paid  here  in  this  country  for  sugar  over 
the  past  few  years  have  been  stable,  have  kept  within  the  target  of  ^ 
the  Sugar  Act?  Quite  the  contrary  is  true,  is  it  not?  ■ 

Mr.  Meeker.  Yes.  In  fact,  I  think  the  existence  of  the  Sugar  Act 
has  contributed  a  great  deal  of  instability  to  the  market  in  sugar* 
The  fact  that  we  have  these  i^uotas  means  that  the  world  market  is  a 
lot  thinner  than  it  would  be  if  we  had  free,  trade  in  sugar-  This  has 
caused  very  substantial  fluctuations  in  the  price  of  sugar  anywhere 
from  aroimd  1  cent  to  approximately  26,  where  it  now  stands. 

Actually,  I  do  not  think  the  Sugar  Act  is  working  today.  It  sim- 
ply is  failing  to  do  what  was  initially  designed  to  accomplish.  That 
is^  to  protect  the  American  industry  against  foreign  competition 
coming  in  at  much  lower  rates,  I  think  the  Sugar  Act  has  ceased 
to  operate  and  there  is  a  question  as  to  whether  it  could  operate  at 
any  time  in  the  near  future. 

My  basic  point  is  that  in  any  event,  it  is  disadvantageous  to  the 
country. 

The  CnAiiarAx.  Thank  you,  sir. 

Are  there  other  questions  ? 
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Mr.  Denholm. 

Mr.  Denholm.  Mr.  Meeker,  I  have  been  concerned  about  the  in* 
equities  within  the  industry.  I  wonder  if  it  would  be  within  your 
knowledge  as  to  how  the  market  works  against  the  producers  from 
other  countries  selling  under  the  quota  system? 

Mr.  Meeker.  As  you  know,  the  quota  system  involved  the  setting 
of  a  global  figure  for  U.S.  consumption  during  a  year.  The  domestic 
industry  is  allotted  somewhere  over  half  of  that  quota  and  the  rest 
is  to  be  made  up  by  foreign  supplying  countries.  In  a  number  of 
instances,  individual  quotas  have  not  been  met.  This  has  been  true, 
for  example,  of  the  Virgin  Islands  and  Puerto  Rico  over  the  years 
and  their  share  of  the  quota  system  has  been  made  up  in  other  ways. 
I  think  the  quota  system  has  not  recently  operated  in  the  way  that 
it  did  many  years  ago  and  the  way  in  which  it  was  intended  to 
operate. 

Mr.  Denholm.  I  thank  you,  but  I  remain  concerned  about  the 
substantial  investments  required,  particularly  in  beet  production, 
and  the  risk  involved  on  short-term  programs  that  demand  long- 
term  capitalization  without  the  assurance  of  a  continuing  program. 
Now,  other  countries  sell  in  the  U.S.  market.  I  do  not  know  that 
U.S.  producers  are  selling  in  the  world's  market  or  that  any  nation 
has  a  quota  market  to  protect  producers  in  America.  I  think  that 
is  a  reasonable  deduction  and  a  fact. 
Mr.  Meeker.  Yes. 

Mr.  Denholm.  But  we  are  establishing  quotas  for  other  people. 
Mr.  Meeker.  Yes. 

Mr.  Denholm.  Now,  I  am  concerned  about  our  relative  position. 
Are  there  relatively  few  producers  in  the  other  countries?  Do  plan- 
tation operators  exploit  labor  in  competition  with  a  sizable  invest- 
ment of  the  producers  in  this  country  in  the  same  market.  It  seems 
to  me  that  is  a  possible  source  of  inequity  to  domestic  producers. 

Mr.  Meeker.  In  the  past,  foreign  supplying  countries  have  been,  in 
many  instances,  glad  to  have  quotas  assigned  oecause  that  guaranteed 
to  them  a  share  in  the  U.S.  market  at  the  price  which  was  predict- 
able. I  think  that  in  the  future,  as  we  look  ahead,  the  demand  for 
sugar  is  going  to  stay  high  and  grow  and  that  it  will  be  high  in 
relation  to  production  for  sometime  to  come  so  that,  as  I  indicated 
in  my  statement,  production  in  the  United  States,  even  in  a  free 
trade  situation,  will  be  highly  competitive. 

Xow,  in  the  United  States,  there  are  certainly  possibilities,  rather 
substantial  possibilities,  for  shifting  particularly  beet  sugar  growing 
to  other  crops.  I  think  that  exists  perhaps  somewhat  less  in  the  case 
of  cane  sugar,  although  it  may  exist  there,  too. 

As  I  suggested,  I  think  there  ought  to  be  legislation  authorizing 
income  supports  for  sugar  growing  and  these  can  be  set  at  a  level 
which  would  continue  to  make  competitive  that  part  of  the  U.S. 
industry  as  it  has  existed  up  to  now,  as  it  exists  today,  that  part 
which  the  Congress  should  feel  ought  to  continue. 

Mr.  Denholm.  Thank  you  very  much.  I  am  really  concerned  about, 
and  I  suspect  that  you  may  not  care  to  answer,  is  whether  or  not  our 
producers  are  in  a  reasonably  equitable  competitive  position  with 
foreign  suppliers  under  the  quota  system.  I  am  not  persuaded  that 
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we  are  properly  representing  our  domestic  producers  under  the  pro? 
visions  of  the  Sugar  Act. 

Now,  it  is  true  that  we  are  providing  a  future  market  for  a  time 
certain  but  investments  and  methods  of  production  are  at  substan- 
tial variance.  I  am  not  sure  that  I  have  stated  my  inquiry  in  an 
appropriate  form  or  that  you  have  directly  answered  the  issue  of 
my  concern. 

Mr.  Meeker.  I  have  asked  that  very  question  of  various  people 
that  I  have  consulted  with  with  a  view  to  learning  about  the  prob- 
lem, lis  background,  its  economics*  The  most  knowledgeable  and_ 
expert  i^eople  that  I  have  been  able  to  find  have  expressed  the  vie^r 
that  a  substantial  portion,  quite  a  substantial  portion  of  the  TI.S 
industry,  including  the  beet  sugar  industry,  is  going  to  remain  com 
petitive  in  any  event,  even  if  there  should  be  full  free  trade  in  sugan! 
Some  other  parts  may  not  be,  and  perhaps  increases  in  the  tot^^ 
market  for  sugar  might  be  taken  up  more  ex^onomically  to  comparo* 
tivelj^  greater  advantage  by  production  in  other  coimtries  rather 
than  increasing  the  prcSuction  further  in  the  U*S. 

Mr.  Denholm,  Thank  you  very  much. 

The  Chaiemax.  If  there  are  no  other  questions,  I  would  simply 
like  to  ask,  myself j  Mr.  Meeker,  how  you  arrive  at  the  conclusion 
that  the  present  Sugar  Act  has  not  contributed  to  stability  of  price 
for  the  American  consumer.  As  a  matter  of  factj  can  you  cite  any 
other  substantial  item  in  the  food  category  that  has  had  as  much 
stability  of  price  as  sugar  in  the  last  three  years !^  What  is  it? 

Mr.  Meeeer,  The  record  in  the  last  12  montlis  in  sugar  shows  an 
enormous  rise  in  price* 

The  Chahiman,  How  much  ? 

Mr.  Meeker.  From  around  T  or  8  cents  at  the  end  of  1972  to  a 
figure  which  yesterday  was  21-5  cents  in  New  York  on  U.S.  price. 

The  Cbjoeman.  I  did  not  know  any  sugar  was  selling  at  21*5 
cents  in  the  United  States. 

Mr.  Meeker.  Tlie  world  price  having  closed  yesterday  at  the 
equivalent  of  26.50,  which  is  5  cents  higher.  The  spread,  I  think, 
last  week  was  even  larger  than  5  cents* 

The  Chairman.  That  is  correct— in  fact,  a  spread  of  5  cents.  It 
seems  to  me  that  that  certainly  would  indicate  maintaining  a  tre- 
mendous degree  of  stability  rather  than  of  instability  on  the  Ameri- 
can market.  It  would  not  hold  at  5  cents  under  the  world  price.  Xt 
seems  to  me  that  indicates  very  cleariy  that  it  has  resulted  in  stability 
of  prica  But  of  course,  you  can  place  your  own  interpretation  on  it- 

If  there  are  no  further  questions,  we  are  veiy  much  obliged  to  you, 
Mr.  Meeker. 

Mr.  Meeker.  Thank  you,  Mn  Chairman. 

The  CHAmaOLN.  Now  we  will  turn  to  the  representatives  of  tlie 
foreign  suppliers.  Our  first  witnesses  today  are-  Mr.  Arthur  Quirni 
and  Sir.  Arthur  Lee  Quinn,  representing  the  Governments  of  tlie 
West  Indies,  Ecuador,  Panama,  and  Belize, 

We  will  be  glad  to  hear  from  you.  We  understand  that  you  repre- 
sent four  different  clients  and  therefore  will  be  permitted  more  tlian 
the  allotted  time. 

I  understand  you  anticipate  taking  15  minutes  or  20  ? 
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STATEMEirrS  OF  ABTHUB  L.  QTTimT  AND  ABTHUB  LEE  QTJINN, 
BEPBESENTINa  THE  SUGAB  INDUSTBIES  OF  THE  WEST  INDIES, 
ECUADOB,  PANAMA,  AND  BELIZE 

Mr.  Akthur  Quinn.  Thank  you. 

Mr.  Chairman,  members  of  the  committee,  my  name  is  Arthur  L. 
Quinn.  I  am  accompanied  by  my  son,  Arthur  Lee  Quinn.  Our  law 
oflSces  are  in  the  Washington  Building,  Washington,  D.C. 

We  appear  today  on  b^ialf  of  the  sugar  industries  of  the  West 
Indies.  When  we  speak  of  the  West  In<£es,  we  refer  to  the  island 
nations  of  Jamaica,  Trinidad-Tobago,  and  Barbados,  the  Country 
of  Guyana  and  the  Associated  State  of  St.  Kitts. 

If  I  may  take  the  liberty,  Mr.  Chairman,  I  would  like  to  intro- 
duce at  this  time  His  Excellency,  the  Ambassador  of  Barbados, 
Valerie  T.  McComie. 
The  Chairman.  We  are  glad  to  have  you  with  us. 
Mr.  AnTHUR  Quinn.  I  would  also  like  to  introduce  Mr.  Anthony 
Hill,  the  Minister-Counselor  of  the  Embassy  of  Jamaica,  and  Sir 
Robert  B[irkwood  of  London,  England. 

In  compliance  with  the  requirements  of  the  Foreign  Agents  Regis- 
tration Act  of  1938,  as  amended,  and  the  rules  and  relations  issued 
pursuant  thereto  by  the  Attorney  Greneral  of  the  United  States,  we 
have  submitted  to  the  clerk  of  the  committee  a  copy  of  our  latest 
supplemental  statement  as  filed  with  the  Department  of  Justice. 

In  further  compliance  with  the  act,  we  have  labeled  the  copies  of 
my  testimony  as  "Political  Propaganda,"  in  the  format  prescribed 
by  rule  402  promulgated  in  accordance  with  the  act. 

We  have  been  aUotted  time  for  10  minutes  of  oral  testimony  on 
behalf  of  each  of  our  principals,  or  a  total  of  40  minutes.  My  son  and 
I  will  alternate  in  delivering  summaries  of  formal  statements  sub- 
mitted for  each  area.  We  respectfully  request  the  written  testimony 
be  included  in  the  permanent  hearing  record.  We  realize  the  oral 
summaries  will  not  appear  in  the  record,  but  we  have  set  aside  ap- 
proximately 5  minutes  at  the  conclusion  of  our  time  to  address  our- 
selves to  general  considerations  and  legislative  recommendations.  We 
would  hope  these  final  remarks  could  also  be  included  in  the  perma- 
nent record. 

I  will  begin  for  the  West  Indies  and  my  son  will  follow  for 
Ecuador. 

STATEMENT  ON  BEHALF  OF  THE  SUGAR  INDUSTEY  OF  THE  WEST 

INDIES 

INTRODTJCnON 

Mr.  Arthur  Qihnn.  Barbados,  Guyana,  Jamaica,  and  Trinidad- 
Tobago  are  former  colonies  of  Great  Britain  and  now  independent 
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countries  and  members  of  the  United  Nations.  Barbados,  Jamaica,  and 
Trinidad-Tobago  are  members  of  the  Organization  of  American  States. 
St.  Kitts  i?  an  island  state  in  association  with  Great  Britain,  with  full 
internal  self-government.  All  of  these  countries  are  in  the  Caribbean, 
stretching  in  an  arc  from  Jamaica  to  the  south  of  Cuba  through  St. 
Kitts  and  down  to  Guyana  on  the  north  coast  of  South  America. 
They  form  a  strategic  chain  of  countries  friendly  to  the  United 
States. 

All  of  the  countries  of  the  West  Indies  enjoy  a  completely  demo- 
cratic form  of  government,  with  universal  adult  suffrage  and  gov- 
ernments wholly  elected  by  the  people  in  free  elections.  They  are 
multiracial  societies  and  have  an  enviable  record  in  the  field  oi  race 
relations.  Labor  is  well  organized  and  the  trade  union  system  has 
been  functioning  for  many  years.  Following  the  pattern  of  wage 
agreements,  conciliation  and  arbitration,  these  countries  have  all 
reached  the  stage  of  full  consultation  and  negotiations  in  industrial 
relations  according  to  modem  concepts  of  the  free  world. 

Agriculture  is  the  major  employer  in  these  countries  and  sugar 
provides  a  firm  structure  on  which  diversified  economies  can  be  built. 
Approximately  one-eighth  of  the  total  population  depends  directly 
on  the  sugar  industry  for  a  living  and,  m  addition,  the  industry 
provides  considerable  indirect  employnient  in  the  transport,  handling, 
and  port  industries  and  also  in  the  distribution  and  retail  trades. 

On  August  1,  1973,  the  four  nations  which  share  the  West  Indies 
quota  were  the  principal  founders  of  the  Caribbean  Community 
(including  a  Common  Market)  to  be  known  as  Caricom.  This  is  the 
superseding  organization  to  the  Caribbean  Free  Trade  Association 
(Carifta).  The  success  of  this  major  move  toward  regional  economic 
integration  will  depend  heavily  upon  maintaining  sound  sugar  in- 
dustries. By  permitting  continuation  of  a  substantial  Caricom  sugar 
outlet  in  this  country,  the  United  States  can  play  a  major  role  in 
providing  the  required  stability  for  this  very  important  segment  of 
the  region's  economy. 

VITAL  NEED  FOR  CONTTNTJED  PARTICIPATION  IN  THE  U.S.  SUGAR  PROGRAM 

The  nations  of  the  West  Indies  are  dependent  upon  obtaining 
secure  markets  at  remunerative  prices  for  a  period  extended  into  the 
futui-e,  so  their  sugar  industries  can  always  plan  ahead  and  do  not 
operate  on  a  hand-to-mouth  basis  at  the  mercy  of  a  volatile  sugar 
market. 

For  12  years  the  market  outlet  given  to  the  West  Indies  through 
the  U.S.  sugar  program  has  been  a  mainstay  of  the  industry  of  the 
region  and  has  helped  to  insure  its  survival.  The  shortfalls  which 
have  been  declared  in  the  last  2  years  because  of  disastrously  low 
production  have  brought  home  with  even  greater  force  the  importance 
of  insuring  in  the  future  that  the  U.S.  quota  be  maintained  at  the 
highest  possible  level. 

The  West  Indies  sugar  industry  has  suffered  a  severe  reversal  of 
fortunes  in  recent  years.  First,  because  of  the  low  prices  at  which  it 
had  to  sell  the  majority  of  its  production  in  the  late  1960's;  second, 
because  of  adverse  weather  experienced  by  all  territories,  culminating 
in  the  1973  draught,  which  was  the  worst  in  the  region  in  over  50 
years;  and,  third,  because  of  the  loss  of  sales  to  the  U.S.  market 
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in  1972-74,  as  a  direct  result  of  meeting  the  region's  longstanding 
contractual  commitment  with  the  Commonwealth  Sugar  Agreement — 
despite  the  fact  that  this  market  yielded  considerably  lower  prices 
than  those  obtained  in  the  U.S.  market. 

The  U.S.  Sugar  Act,  with  its  secured  quota  system  at  remunera- 
tive prices,  provides  an  ideal  outlet  on  which  the  industries  can 
depend  in  the  future  and  all  West  Indies  Governments  are  deter- 
mined that  the  U.S.  market  should  be  supplied  with  all  the  sugar 
it  may  require  from  Caricom  nations  under  the  revised  Sugar  Act. 

In  the  wake  of  the  current  energy  crisis,  when  most  West  Indies 
Governments  have  had  their  foreign  reserves  almost  completely 
"wiped  out  by  escalating  fuel  prices,  the  earnings  from  sales  under 
the  U.S.  Sugar  Act  takes  on  an  added  importance  for  the  region.  It 
is  the  only  market  which  has  consistently  provided  the  West  Indies 
leith  prices  affording  a  reasonable  return. 

PERFORMANCE  RECORD 

From  1961,  when  access  was  first  gained  to  the  U.S.  sugar  pro- 
gram, until  1972,  the  West  Indies  was  a  consistently  regular  supplier 
of  raw  sugar  to  U.S.  markets.  Quotas  and  deficit  allocations  made 
available  under  the  U.S.  Sugar  Act  were  completely  filled.  Average 
shipments  to  the  U.S.  during  the  period  1966  through  1970  were 
204,508  tons,  with  the  peak  of  227,455  tons  being  reached  in  1969. 

In  a  normal  production  year  for  the  area,  approximately  1,400,000 
short  tons  of  sugar  is  produced,  of  which  about  200,000  tons  are 
consumed  locally,  leaving  a  balance  of  1,200,000  short  tons  available 
for  export.  Under  the  expiring  Commonwealth  Sugar  Agreement, 
the  West  Indies  had  a  quota  of  812.000  short  tons.  As  the  committee 
knows,  the  Commonwealth  Sugar  Agreement  expires  at  the  end  of 

im. 

The  intense  drought  conditions  during  1972  and  1973,  stretching 
from  Mexico  down  to  Brazil,  and  throughout  the  Caribbean,  followed 
3  years  of  generally  dry  weather  and  adverse  conditions  for  the 
cane  industry.  The  sugar  harvest  declined  precipitously  in  1972 
and  1973,  falling  below  the  million  ton  market  for  the  first  time  since 
1953. 

Until  1972,  the  West  Indies  had  no  difficulty  whatsoever  in  ful- 
filling its  commitment  to  the  American  market  and,  in  addition,  the 
area  was  able  to  fully  meet  the  contractual  obligation  to  Great 
Britain,  under  the  Commonwealth  Sugar  Agreement.  However,  the 
painful  choices  of  1972  and  1973,  which  resulted  in  supplying  the 
full  Commonwealth  quota,  necessitated  declarations  of  shortfalls  in 
the  United  States.  The  decisions  were  made  only  because  it  was  de- 
cided to  honor  the  prior  and  longer  standing  arrangement  made 
with  Great  Britain,  despite  the  bitter  fact  that  this  market  yielded 
lower  prices  than  could  have  been  obtained  in  the  United  States. 

In  1971,  the  West  Indies  supplied  its  full  entitlement  of  211,349 
tons.  However,  in  1972  a  total  quantity  of  174,414  tons,  was  supplied 
and  a  shortfall  of  approximately  50,000  tons  was  declared.  In  1973, 
due  to  worsening  drought  conditions,  the  West  Indies  supplied  only 
40,967  tons,  necessitating  the  declaration  of  a  deficit  in  its  U.S.  quota 
of  approximately  180.00  short  tons. 

The  Department  of  Agriculture,  in  accordance  ynth.  the  provisions 
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of  section  202(d)(4)  of  the  Stigar  Act^  withheld  from  the  West 
Indies  in  1974,  the  cairrent  year,  an  amount  equivalent  to  its  1&73 
shortalL  An  initial  quota  of  53,192  shoit  tons  was  established  for; 
the  West  Indies,  which  was  later  raised  to  61,756  tons. 

In  Januaiy  of  this  year,  the  West  Indian  Governments  declared? 
tiieir  direct  mvolTement  in  the  marketing  of  sugar  produced  in  the 
region  and,  recognizing  the  value  of  the  U.S.  sugar  program,  decided 
that  initial  shipments  intended  for  Great  Britain  should  be  diverted 
to  the  United  States  in  response  to  the  fii'st-come-first-scrved  plea 
of  January  11*  As  of  this  morning  the  West  Indies  has  committed 
approximately  85,000  shoit  tons  on  this  basis,  and  the  nest  fei^ 
weeks  will  probably  see  this  level  raised  to  over  100,000  tons,  thus 
giving  the  West  Indies  a  probable  participation  in  the  U.S-  market 
m  1974  of  more  than  160,000  short  tons. 


ASSURANCE  OF  r^lOEITT  PERFORMANCE  IN  THE  U.B.  SUGAR  MARKET 
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The  Caribbean  Community  Governments,  and  their  industries^ 
are  now  fully  committed  to  meeting  any  U.S.  quota  allocated  to  the 
West  Indies  under  the  revised  Sugar  Act  and  give  a  firm  guarantea 
that  such  quotas  will  be  met,  A  letter  expressing  this  guarantee  was 
delivered  to  Secretary  of  State  Kissinger  last  Friday  and  a  copy  ia; 
appt^uded  to  my  testimony.  [See  p.  rT*>.1 

The  West  Indies  is  actively  engaged  in  reconsidering  and  reorder-; 
ing  its  sugar  marketing  arrangemc^nts,  matrhingr  these  against  its  ex- 
pected production  levels  for  the  nest  5  years.^  Of  course,  meeting  the 
region's  own  consumption  needs  of  approximately  200,000  tons  is 
of  primary  importance  and  with  the  termination  of  the  Common- 
wealth Sugar  Agreement  this  year,  the  West  Indies  has  joined  with  M 
other  developing  Commonwealth  countries  in  applying  to  the  ■ 
European  Economic  Community  for  an  outlet  of  1.4  million  tons  in 
Europe  from  1975  onward,^  The  West  Indies  undertake  that  the 
share  of  the  total  of  lA  million  tons  to  which  they  have  become  com- 
mitted will  be  limited  in  order  to  assure  supply  of  all  sugar  that  is 
required  by  the  U.S.  market.  Henceforth j  the  0.S.  market  will  have 
priority, 

PERFORMANCE   CAPABELITT' 


1 


West  Indies  production  e^imates  for  1975  through  1979  are  as 
follows:  1975,  1,138,000  tons;  1(>76.  1,19^000  tons;  1977,  1^51,000 
tons;  1978, 1,272,000  tons;  and  1979. 1,282,000  tons. 

In  terms  of  the  criteria  of  total  acreage  under  cane  and  factory 
capacity,  the  industry  has  not  declined.  The  following  tables  illus-  ■ 
trate  this:  | 

TABLE  A 


Average 


1970 


1971 


W2 


1973  L 


Ac rtsHB  under  ca tie  cultiwHoii.... 439.221  457.65?  463,226  467,397  469.400 

Aefeage  &t  cane  (ftaped 418.494  414.  B73  440.531  425.421  429.  S43 

To  ns  of  can  e  f^ petl  (t  lio  usan  d  Ion  s) . , . ,  12, 37Q  1 2, 254  12, 0S5  U ,  4BS  10. 579 

1^(15  cane  per  acre  reapetJ_.. 29.57  29.54  27.43  27.00  24.fil 

T(Ki$5jgarprociticetiahO(IS4ndto05>„._  1,214  1,078  1,131  1.061  950 

Tons  cane  So  matte  1  tm  sugar .. .  10. 20  U.  37  10  68  10. 83  11, 14 

Tons  siig^  t  per  acre  rwped . „,  2. 90  2.60  2.7$  2, 52  Z.  2 1 


*  Estimated, 
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TABLE  B 


Number  of      Total  factory 

factories  in    capacity,  1972 

operation,  1972       (tons  sugar) 


12 

170,000 

11 

442.000 

15 

500.000 

1 

50,000 

6 

260,000 

Barbados 

Guyana 

Jamaica 

St  Kitts 

Trinidad ,.-. 

Total 45  1,422,000 

The  fall  in  sugar  production  in  recent  years  lias  been  largely  due 
to  extremely  ac^erse  weather  conditions,  as  has  been  previously 
j)ointed  out.  Eirtensive  rehabilitation  programs  are  underway  in  eacn 
of  the  five  sugar  jproducing  areas,  supported  by  governments  and 
international  agencies,  with  the  aim  of  restoring  and  improving  the 
AVest  Indies  sugar  industries  within  the  next  5  years.  A  brief  sum- 
mary of  the  program  in  each  of  the  four  major  producing  areas  is 
as  follows: 

BABBADOS 

Although  Barbados  cannot  increase  its  arable  acreage,  the  Gov- 
ernment has  instituted  a  program  which  calls  for  making  available 
a  larger  proportion  of  the  best  sugar  producing  land  for  cultivation 
of  cane,  and  reducing  the  area  which  is  required  to  be  planted  in  food 
crops.  The  reorganization  has  already  been  eflPective,  resulting  in 
substantial  savings  in  machinery  and  maintenance  costs,  and  in- 
creased factory  efficiencjr.  Improved  methods  of  cultivation  and 
research  are  also  being  actively  pursued. 

GUYANA 

The  development  program  for  the  industry  forms  an  integral  part 
of  the  Government's  long-term  planning  process.  It  is  designed  to 
provide  increased  yields  of  sugar  from  existing  acreage,  and  from 
new  plantings  of  both  sugar  estates  and  cane  farmers.  Present  factory 
capacity  is  ample  for  normal  conditions  but  increases  are  planned 
as  more  acreage  is  put  into  cane.  Significant  capital  expenditures 
have  been  committed  to  all  sectors  of  the  industry. 

JAMAICA 

The  Government  has  given  positive  assurance  of  its  intention  to 
raise  sugar  production  to  at  least  500,000  tons,  and  to  assist  in  making 
the  industry  more  viable.  This  is  being  done  by,  among  other  things, 
loans  to  cane  farmers,  special  investment  allowances  on  capital  ex- 
penditures, and  guaranteed  payment  for  cane  produced. 

The  Government  has  acquired  one  small  sugar  estate  and  all  lands 
belonging  to  the  major  sugar  company.  Henceforth,  these  will  be 
cultivated  by  individual  cane  farmers. 

TRINIDAD 

The  Government  of  Triiridad-Tobago  now  has  a  major  financial 
interest  in  the  sugar  industry.  It  luS  purchased  the  majority  of 
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shares  in  Caroni,  Limitx?d,  a  company  which  processes  over  90  per- 
cent of  all  sugar  manufactured.  During  1973  a  loan  agreement  was 
formalized  between  the  World  Bank  and  Caroni,  Limited,  in  tl 
amonnt  of  approximately  US$12  million.  The  puq>ose  of  the  loi 
is  to  enable  the  company,  to  be  a  profitable  and  more  efficient  p 
ducer  of  sugar,  thereby  assisting  the  fevitalization  of  the  indnst: 
and  ensuring  that  it  remains  fully  competitive  in  the  worid  markd 
The  main  components  of  the  project  call  for  factory  improveinenj 
and  conversion  of  acreage,  in  addition  to  carrying  out  technici 
studies. 

The  U*S*  market  is  close  to  the  West  Indies  and  the  ability  of  the' 
West  Indies  sugar  industry  to  make  prompt  and  timely  shipments 
has  been  amply  proved  in  the  past*  The  storage  facilities  and  ship* 
ping  opportunities  available  to  the  industry  are  completely  adequaf 
for  the  purpose  of  supplying  the  U,S.  market  with  sugar  when  it 
needed,  in  very  timely  fashion.  Modern  bulk  loading  facilities  am 
deep-water  ports  exist  in  all  territories.  Shipping  time  is  from  S  ta 
6  days  to  southern  and  eastern  U.S.  ports* 


i 


OTHER  MARKETTNO  COMMITMENTS  " 

As  has  been  noted,  the  Commonwealth  Sugar  Agreement  termi-^ 
nates  at  the  end  of  1974.  The  West  Indies,  together  with  other  de9 
veloping  Commonwealth  countries,  have  applied  for  an  outlet  in  the 
European  Economic  Community  of  1.4  million  tons.  The  share  of 
the  West  Indies  in  this  amount  is  still  due  to  be  decided,  and  will  be 
the  subject  of  negotiations  later  this  year.  The  West  Indies  commit- 
ment  under  the  Commonwealth  Sugar  Agreement  has  been  in  thsM 
amount  of  8125000  short  tons,  but  this  figtire  may  have  to  be  mod-" 
erated    in    order   to    permit   full    compliance    with    U,S.    market 
requirements. 

Domestic  consumption  in  the  West  Indies  is  approximately  200,000 
tons  and  increases  modestly  each  year*  There  are  no  plans  to  par- 
ticipate in  the  world  market  until  all  special  arrangements  hava 
been  met 


DESCRIPTION  OP  THE  SUGAR  INT>U8TRX  OF  THE  WEST  IXDIES 


The  sugar  industry  of  the  West  Indies  and  Guyana  is  proud  of 
the  fact  that  labor  shares  automatically  in  any  increased  revenues 
that  accrue  to  the  industry.  In  the  field  of  welfare,  in  all  countries  of 
the  area,  a  levy  is  imposed  on  sugar  manufacturers  to  provide 
housings  schools,  pensions,  medical  services,  comniimity  services 
and  playing  iields, 

Var^nng  from  country  to  country,  between  70  perc-ent  and  85  per- 
cent of  total  earnings  from  sugar  remain  within  the  West  Indi^ 
Only  15  percent  to  30  percent  goes  towards  the  purchase  of  im- 
ported supplies  and  services  and  the  payment  of  dividends  overseas. 

Over  40  percent  of  the  West  Indies  sugar  manufacturing  industry 
is  owned  locally.  About  BO  percent  of  all  cane  grown  is  raised  by 
local  cane  farmers.  Of  the  remaining  70  percent,  which  is  produced 
by  estate  companies,  local  ownership  accounts  for  40  percent. 

Over  the  last  3  years  an  average  of  about  55  percent  of  total  earn- 
ings have  been  paid  to  employees  in  wages  and  salaries  and  the 
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proportion  has  been  increasing.  In  addition,  payments  to  cane  farm- 
ers account  for  a  further  15  t)ercent  to  20  percent  of  total  earnings. 
From  these  figures  it  will  be  seen  that  the  sugar  industry  not 
only  benefits  the  W6st  Indian  economies  as  a  whole,  but  also  that 
its  effects  are  widely  spread  through  the  countries. 

The  West  Indian  trade  unions  are  very  strong  and  the  industries 
are  fully  unionized.  All  major  wage  negotiations  and  contracts  are 
required  to  provide  detailed  information  on  cost  and  receipts.  Work- 
ers participate  fully  in  the  proceeds  from  sugar  sales  and  a  large 
part  of  any  increase  in  the  price  received  has,  for  the  last  20  years, 
been  passed  on  to  the  workers.  Wages  are  determined  by  agreement 
with  trade  imions  and  their  extremely  effective  negotiating  power 
is  demonstrated  by  the  fact  that  between  50  percent  and  60  percent 
of  the  total  cost  of  growing  and  manufacturing  a  ton  of  sugar  is 
accoimted  for  by  wages  and  salaries.  Wage  rates  paid  in  the  sugar 
industry  compare  very  favorably  with  those  in  other  agricultural 
industries  and  in  most  cases  are  higher.  Of  course,  rates  in  the  sugar 
industry  are  lower  than  those  for  mining  and  extractive  industries. 

There  are  over  53,000  cane  farmers  whose  cane  supply  accounts 
for  approximately  32  percent  of  the  sugar  produced,  operating  on 
small  holdings  oi  as  little  as  one-quarter  of  an  acre  up  to  farms 
exceeding  1,000  acres.  Cane  farmers  employ  in  excess  of  40,000 
workers. 

The  sugar  industry's  contribution  to  the  gross  national  product  is 
overwhelming  in  Barbados  and  Guyana  with  their  limited  resource 
bases,  but  also  of  considerable  significance  in  Jamaica  and  Trinidad, 
which  countries  have  more  diversified  economies.  The  multiplier 
effect  of  the  sugar  industry's  contribution  to  the  West  Indian  gross 
national  product  is  estimated  to  be  on  the  order  of  2.5,  that  is, 
expenditure  of  sugar  earnings  within  the  economy  creates  further 
incomes  on  this  order,  in  retailing  and  other  agricultural  manufac- 
turing. In  spite  of  considerable  diversification,  the  West  Indian 
economies  remain  heavily  dependent  on  sugar  exports  for  foreign 
exchange,  with  over  20  percent  of  the  total  value  of  exports  being 
earned  from  the  sale  of  sugar  and  molasses.  Clearly,  the  effect  of  a 
decline  in  sugar  earnings  on  the  balance  of  payments  of  all  five 
countries  would  be  severe. 

At  present,  the  sugar  industry  employs  directly  some  8  percent  of 
the  total  labor  force  in  the  five  coimtries.  More  than  150,000  work- 
ers derive  the  bulk  of  their  livelihood  directly  from  the  sugar 
industry.  The  workers  directly  employed  in  the  industry  support 
something  like  500,000  persons  or  approximately  one-eighth  of  the 
total  population  of  4  million,  and  almost  all  of  those  500,000  live  in 
rural  areas  where  there  are  few  alternative  forms  of  employment. 

It  is  frequently  suggested  that  the  West  Indies  should  diversify 
out  of  sugar,  but  it  is  seldom  suggested  that  they  should  diversify 
into.  Intensive  research  has  been  carried  out  by  the  industry  and 
Government  into  the  possibilities  for  diversification  but  it  always 
reveals  that  the  alternatives  are  severely  limited.  No  other  crop 
which  can  be  grown  extensively  in  the  conditions  found  in  the  West 
Indies  would  provide  anywhere  near  as  high  a  gross  return  on  for- 
eign exchange  earnings  jper  acre.  No  other  crop  which  could  be 
grown  on  a  large  scale  has  as  good,  let  alone  better,  world  market 
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prospects  as  does  sugar,  and  no  other  crop  is  so  well  adapted  to  tEe 
often  poor  soil  and  climatic  conditions  whicli  are  fonnd  in  the  region* 

RELATIONSHEP  WITH  THE  UKri^a>  STATES 

tJnited  States  citizens  are  most  welcome  in  the  countries  and  do 
not  require  passports  or  visas  for  short  stays*  Many  II,S-  citizens 
have  purchased  property  and  homes  in  the  West  Indies  for  vacation 
purposes.  American  bants  operate  in  all  of  the  countries  and  owner- 
ship of  firms  by  American  interests  is  widespread. 

The  constitutions  of  the  Commonwealth  Caribbean  countries  have 
eJflshrined  provisions  for  non-discrimination  and  indenmification. 
There  is  no  record  of  any  West  Indies  country  having^  expropriated 
pmperty  of  any  U*S.  citizen  or  company.  Indeed,  all  of  the  coun- 
tries in  the  West  Indies  continue  to  welcome  and  encourage  U.S. 
investment. 

QUOTA   REQUEST 

Title  II  of  tlie  Su^ar  Act,  Section  202(c)  (^)  (A)  provides  for  a 
peKsentage  of  participation  for  the  West  Indies  of  4.12  percent 
amon^  foreign  countries.  The  West  Indies  wishes  to  retain  at  least 
that  level  of  participation  and,  if  the  Congress  sees  fit,  would  accept 
an  increased  percentage,  that  is,  one  which  would  provide  them  with 
the  opportunity  to  ship  between  250,000  and  300,000  short,  tons  com- 
mencing in  calendar  year  1975, 

T^i^iiik  von,  yh\  Chairmnn  nnrl  mem1>er^  of  the  committer 

[The  previously  referred  to  material  follows:] 

COFT 

Hfm,  Hfxrt  Ki5f5TNGE!i,  Secret  (ury^ 

l>Fi^   Mn.   ?!FC«EtABT:   The   Charges   d*   Affatres   ad   tBteriin   of   Baztiadoe, 

^1^  tmi\  Trinida*!  and  Toliago,  pre^i^nt  Ufteir  compliment  a  to  be 

ite  and  Imve  the  hont^  to  refer  to  their  "Sote  of  Octotter  4, 

i:t^s  :r>cT4^d  reU'iition  of  the  West  Indies  quota  in  the  United  States 

marker  lifir  yefit  1974. 

In  t*-^.*  iu  MM  J  it  lis.  Wesit  Indian  governments  have  decided  tr>  be  more  directly 
InvolTerl  in  the  raflrketinir  of  snjear  produced  In  tlie  region.  They  have  already^ 
takt^''    ^N  I '-    r  ^   '  r-.  ire   tMt  the  maximum   benefit   to   the   re^on   is   derive 

1  recosnilsiB?  tiie  ralne  of  the  Tnlted  States  quota  syste 

aa  an  elfec!iTe  mt^siis  of  pi^tecHng  the  welfare  of  Hie  United  States  i?on5nmpi^  ^ 
while  itufin^iiteedng  fi  stable  and  reTOTmerative  mnrket  for  fore^  Fupplier^^, 
)*r«*  cixnvinc^d  thnt  a  continuntion  r>f  the  United  St?jtes  saggar  procrajna^^^e 
cor»f;titntt^  .'^n  elToi'tive  mechanisjn  for  niTitiiM  cooperation  between  the  We^^rt 
Indleia  and  the  United  States. 

It  is  the  i^Hcy  r>f  the  jrovemmentJ^  to  rejnilati*  the  export  ti^de  in  (?ngi*_^, 
and  it  f&  their  decfs^An  to  ?mpply  the  full  amonnt  of  the  traota  allocated  to  t:»3e 
We«i    TTtdao^   binder  nei^    «iiiea  ■   lf*irififjtion,    Tn   keepii*^   with    thi«   piilicy,    t^*if 
'-    "-'^   ...i^rnrr   ^jp   increas**   over   the   existing   4.12   peroBtitAge 
n  the  Sn^r  Act  c*f  15HS.  n^  amended- 
.    :..;.!  folloTV^nff  the  represi^t^tlons  of  late  IPTS,  a  ^n^ 
^^'   "'    r  .:i:=  wftfi  allncftted  to   ttie  Wes^t  Indleii  and  later  with   an     f^ 
'  :    rnitf^]  Statejs  re^jnirpmeTit?^  ttii?;  was  incTieased  to  61.000  tons- 
Indies  have,  prjnee  thi  "^  ealcnfiar  rear  19TC  oomnitrred 

fi^ns  on  fj  first -rou^f*  :  sis  and  ht^re  fuTtlier  indicfifeti 

nlmtion  to  siiiiplT  the  61,(hX1  t^^ns  uf  quota  prior  t-o  end  June  lf*7i 
.r^jes  d"*  Affaires  ad  tet^rim  wi^  to  convey   to  the  SecTetary  ot 
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state  the  firm  intention  of  West  Indian  gbvemments  to  meet  t^eft  quota 
obligations  and  to  supply  additional  sugar  to  the'  Uttlted  States  if  required. 
It  IB  noted  that  the  Adminititratioii  has  already  begun  to  testify  before 
the  House  Committee  on  Agriculture  on  the  question  of  extension  of  the 
United  States  Sugar  Act  and  the  Charges  d'  Affaires,  ad  interim  on  the  in- 
structions from  their  Oovemmentff  respectfully  submit  the  following  points 
for  the  support  of  the  D^artment  before  the  Conmiittee: 

(i)  That  the  Sugar  Act  be  extended  for  a  minimum  of  five  years  to  pro- 
ride  security  to  the  sugar  producers  in  the  region ; 

(il)  That  the  Administration  give  its  full  support  to  the  West  Indies  in  its 
efforts  to  retan  &t  least  its  present  qutoa  of  4.12  per  cent ; 

(ill)  That  notwithstanding  the  memorandum  of  August  18,  1973,  submitted 
to  the  Secretary  of  Agriculture,  West  Indian  goyemments  give  their  assurances 
that  under  any  new  sugar  legislation  the  West  Indies  quota  in  the  United 

States  market  will  be  fully  met.  .    ■  '  -  ,.  ',.,,'     -    ,. ^a^ 

The  Charges  d'  Affaires  ad  interiin  of  Barbados,  Guyana,  Jamalcfa,  a'lfd 
Trinidad  and  Tobago  avail  themselves  of  this  opportunity  to  renew  to  the 
Secretary  of  State  the  assurances  of  their  highest  consideration. 

(Sgd.)   FOZLO  Bbewst£b, 
Charge  d*  Affaires  ad  interim, 

Bartadoa, 
(Sgd.)  Paul  Mittelholzeb, 
Charge  d*  Affaires  ad  interim, 

Guyana, 
(Sgd.)  KEifWBTH  G.  A.  Hiix, 
Charge  d*  Affaires  ad  interim, 

Jamaica, 
(Sgd.)  Harbison  B.  Major, 
Charge  d*  Affa^es  ad  interim, 

Trinidad  and  Tobago, 
Washington,  D.C. 
February  21,  1974 


■  ■^     ..T         -J 
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The  Chairman*  Thank  you,  I  want  to  call  your  attention  to  the 
fact  that  I  want  to  give  you  10  minutes  for  each  country,  but  you 
have  used  about  14  minutes  there.  If  yon  run  at  that  rate,  you  are 
going  to  run  way  behind  time, 

I  want  further  to  call  attention  to  the  fact  that  on  the  4th  of, 
rebruary,  the  Committee  sent  out  a  notice  to  all  prospective  wit- 
nesses in  regard  to  this  Sugar  Act  suggesting  the  testimony  of  rep- 
resentatives of  foreign  suppliers  should  be  addressed  to  certain" 
areas  of  ]^i"iniary  concern  ot  the  Committee,  1  am  sure  yon  have  cov- 
ered most  of  these  items.  Yon  did  not  cnver  them  in  the  order  in 
which  the  Committee  had  suggested,  nor  did  you  cover — if  you  did, 
T  overlooked  it— for  the  record  the  coimtry's  commitment  to  fulfill 
tie  current  final  adjusted  quota  for  1974  in  the  U.S.  market.  Now, 
the  Conunitte©  is  deeply  concerned  about  that  and  we  want  these 
questions  answered,  not  simply  by  you  but  by  aU  of  those  who  appear 
ii^presenting  foreign  clients.  We  want  to  know  what  your  clients 
are  going  to  do  the  rest  of  this  year.  We  want  to  know  if  this  sugar 
is  coming  in,  I  feel  that  it  would  be  helpful  to  your  clients  as  well 
tis  to  1m'  Committee  if  you  would  ^ive  lis  cateii-orirnl  answers  to  thi'^^^o 
questions  that  we  send  out  in  our  notice  and  list  them  and  we  will^ 
of  course,  give  you  the  opportunity  and  the  time  to  put  that  in  our ' 
record.  But  we  want  that  m  our  record. 

I  would  have  to  say  in  all  frankness  that  I  do  not  believe  this 
Committee  is  going  to  give  anybody  quotas  that  do  not  give  us  those 
answers. 

Mr,  Aktkijr  Qitinn,  Mr,  ChairmaUj  I  thought  I  had  given  you 
part  of  the  answer. 

The  Chairjvian.  You  did  give  us  part  of  the  answer,  I  am  sure. 
But  I  am  suggesting  that  if  you  give  us  the  specific  answers  t<»  our 
specific  questions — I  know  that  your  discussion  covered  a  great  deal 
of  the  subject  matter.  But  I  did  not  observe  anywhere — ^id  I  over- 
look it? — your  reaffirmation  of  your  country's  commitment  to  the 
fulfillment  of  their  current  final  adjusted  quota  for  19741 

Mr,  Arthur  Quinist,  Yes,  we  furnished  that,  sir* 

The  CiiATRMAN,  Where  was  it?  I  overlooked  itj  then,  I  am  sorry. 
Where  was  it? 

Mr.  Arthur  Lee  Quikn*  Mr.  Chairman,  we  explained  that  the 
West  Indies  quota  was  reduced  for  1974  as  a  result  of  the  shortfall 
of  1973.  m 

The  Chairman,  I  know  that.  ^ 

Mr.  Arthur  Lee  Qutnn,  The  West  Indies  quota  for  1974  is  pres- 
ently at  the  level  of  61 J56  short  tons* 

Mr.  Arthur  Quinn*  That  is  our  quota. 

The  Chairjvlan,  That  is  not  your  quota.  Your  quota  is  a  great  deal 
more  than  that. 

Mr,  Arthur  Lee  Q.utnts'*  Mr.  diairman,  that  is  all  that  the  West 
Indies  can  ship  in  under  the  quota  tliis  year  because  of  the  sanc- 
tions placed  upon  the  West  Indies  as  a  result  of  the  deficit  of  last 
year-  The  quota  was  reduced  for  1974  in  the  amount  of  the  197S 
deficit, 

I  wish  to  add  that  in  addition  to  the  quota  of  6L756  tons,  the 
West  Indies  has  already  furnished  approximately  100,000  short  tons 
on  a  first-come,  first-served  basis  for  this  year^  to  arrive  before  the 
March  15  deadline  in.  accordance  with  the  announcement  of  January 
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12.  That  is  about  100,000  tons  of  the  roughly  500,000  tons  that  was 
made  available  to  foreign  suppliers  on  the  first-come,  first-served 
basis. 

The  Chairman.  I  want  to  commend  you  for  that,  commend  your 
clients  for  that.  But  I  want  to  point  out  that  the  Committee  rec- 
ognizes that  and  that  is  exactly  the  kind  of  thing  that  we  are 
wanting  to  get  in  this  record  and  make  plain  just  what  these  coun- 
tries are  doing.  The  U.S.  wants  imports  of  sugar  and  wants  them 
now.  It  is  not  very  profitable  for  anybody  to  furnish  them  and  we 
know  it.  But  we  are  interested  in  knowing  just  exactly  what  these 
countries  do  do  under  these  difficult  circumstances.  That  is  why  we 
propounded  this  list  of  questions.  I  recognize  that  there  is  no  more 
merit  to  the  order  in  which  we  handle  them  than  the  order  in  which 
you  handle  them.  But  I  think  that  the  Committee  will  imderstand 
the  position  of  your  clients  much  better  if  you  will  just  take  and 
answer  the  questions  that  we  had  asked  in  the  way  we  asked  them. 
After  all,  this  is  the  group  that  you  have  to  get  on  your  side  and 
I  think  you  are  going  to  come  nearer  getting  it  on  your  side  by  giving 
us  the  answers  to  our  questions  rather  than  by  substituting  your 
language.  I  am  not  suggesting  that  you  have  not  told  us  much  the 
same  tMng. 

Mr.  Aktbtdk  Lee  Quinn.  Mr.  Chairman,  we  attempted  to  do  that. 
We  followed  the  10  points  in  the  outline  of  our  formal  statement. 
The  Chairman.  You  did  answer  them? 
Mr.  Arthur  Lee  Quinn.  Yes  sir. 

The  Chairman.  Well,  I  beg  your  pardon,  then,  I  just  did  not 
know  it. 

Mr.  Arthur  Lee  Quinn.  In  our  summaries,  we  have  skipped  the 
titles  that  we  include  in  our  more  formal  statement. 
The  Chairman.  I  understand  that. 

Mr.  Arthur  Lee  Quinn.  We  attempted  to  go  down  the  list  of  10 
questions  and  give  you  the  direct  answers  you  want. 
The  Chairman.  That  is  exactly  what  we  want. 
Mr.  Ar'Chur  Lee  Quinn.  We  commence  with  our  performance 
record  as  indicated  in  one  of  your  points.  Then  we  follow  with  an 
assurance  of  priority  performance. 

The  Chairman.  Well,  I  do  not  want  to  find  fault  with  the  way 
somebody  presents  something.  I  have  no  doubt  but  what  you  have 
covered  all  of  the  items  we  wanted,  but  I  would  repeat  that  in  order 
to  get  the  Committee  to  give  the  attention  to  your  situation  that  you* 
want  given,  I  think  it  would  be  well  to  just  give  us,  to  take  these  10 
points  and  answer  thorn  one  by  one  and  let  us  have  those  answers  as 
well  as  the  general  discussion  that  you  gave  which  probably  does 
cover  it  all.  We  did  think  that  we  were  making  it  clear  that  we 
wanted  this  and  we  suggested  that  testimony  by  the  representatives 
of  the  foreign  suppliers  should  be  given  the  following  areas  of 
pnmarv  concern  to  the  Committee. 

I  think  not  only  for  you  and  your  clients  but  for  all  of  those  who 
are  appearing  before  us,  we  think  it  would  be  well  to  give  the  Com- 
mittee categorical  answers  to  these  questions. 

Mr.  Arthur  Lee  Quinn.  I  will  attempt  to  do  that  in  the  summary 
for  Ecuador. 
The  Chairman.  Yes  sir. 
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You  want  to  discuss  Ecuador  now?  Well,  we  will  give  you  10 
minutes  on  Ecuador. 

STATEMENT  ON  BEHALF  OF  THE  SUGAR  INDUSTRY  OF  ECUADOR 

Mr.  Arthur  Lee  Qtjinn.  Ecuador,  which  straddles  the  Equator  on 
the  Pacific  coast  of  South  America,  is  bounded  by  Colombia  on  the 
north  and  Peru  on  the  south  and  east.  It  is  the  second  smallest  republic 
in  South  America,  exceeding  only  Uruguay  in  area.  It  is  roughly  the 
size  of  Colorado.  It  is  densely  populated  by  ^S  million  people. 

The  country  has  four  distinct  geographic  regions: 

1.  The  Costa,  or  coastal  plain,  slightly  more  than  a  quarter  of  the 
country's  area,  is  a  rich  agricultural  belt,  in  which  most  of  Ecuador's 
tropical  export  crops  are  grown. 

2.  The  Sierra,  or  highlands,  covers  another  quarter  of  the  country, 
and  consists  of  an  inhabited  plateau,  8.000  to  10,000  feet  high  and  400 
miles  by  5  to  8  miles  wide,  lying  between  two  Andean  Mountain 
ranges. 

3.  The  Oriente,  or  eastern  jungle,  about  half  of  the  country  in 
area,  is  covered  with  dense  tropical  forests  and  flat  valleys. 

4.  The  Galapagos  Islands,  located  in  the  Pacific  Ocean  some  600 
miles  off  the  Ecuadorean  coast.  They  comprise  five  larger  and  nine 
smaller  islands  covering  about  3,000  square  miles. 

When  last  we  testified  before  this  Committee  concerning  Sugar 
Act  amendments,  in  June  1971,  we  testified  that  Ecuador  was  an 
extremely  poor  country,  agriculture  being  the  basis  of  the  economy, 
accounting  for  approximately  40%  of  the  gross  national  product  In 
the  intervening  3  years,  the  economic  situation  of  Ecuador  has 
changed  dramatically,  due  not  only  to  the  discovery  of  extensive 
petroleum  reserves  but  large  scale  exportation  which  began  in  latter 
1972.  Ecuador's  normally  adverse  balance  of  payments  were  signifi- 
cantly reversed.  Net  foreign  reserves  quintupled  over  the  year  be- 
fore and  are  adequate  to  cover  4  months  of  imports.  The  gross 
national  product  rose  by  roughly  8%,  as  compared  to  6%  for  the 
previous  year.  However,  per  capita  gross  national  product  at  $285.00 
is  still  one  of  the  lowest  in  South  America. 

Traditional  agricultural  exports,  mainly  bananas,  coffee,  sugar 
and  cacao,  have  risen  to  new  highs,  although  the  primary  export 
item  in  1973  and  for  the  foreseeable  future  will  be  crude  petro- 
leum. Petroleum  revenues  will  serve  as  the  basis  for  the  Govern- 
ment of  Ecuador's  ambitious  5-year  plan  (1973-77),  whose  aim  is  to 
broaden  the  economic  base  by  supplementing  expected  private  invest- 
ment in  manufacturing,  construction  and  petroleum  exploitation  with 
heavy  public  investment  in  infrastructure  and  selected  industrial 
projects. 

The  country's  economy  remains  dependent  on  foreign  trade  for  a 
wide  range  of  producer  and  consumer  goods.  Through  1972  a^" 
cultural  exports  were  the  key  source  of  foreign  exchange.  In  tnat 
year  they  accounted  for  about  65%  of  Ecuador's  exports.  Ecuador 
IS  the  world's  largest  supplier  of  bananas.  The  agricultural  sector 
employs  over  one-half  of  the  labor  force  and  in  1972  provided  one- 
quarter  of  the  country's  gross  domestic  product. 

The  Texaco-Gulf  Oil  Company  consortium,  with  its  developmei^^ 
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of  a  petroleum  industry  in  Oriente  Province,  completed  the  world's 
highest  oil  pipeline  in  mid-1972  which  stretches  over  the  Andes  to 
the  Pax^ific  coast.  Petroleum  sales  exceeded  $200  million  in  1973 
and  earned  more  than  all  of  Ecuador's  traditional  exports  combined. 
Between  50%  and  60%  of  Ecuadorean  petroleum  production  reaches 
the  United  States  either  in  crude  or  refined  form* 

VITAL  NEED  FOR  CONTINUED  PARTICIPATION  IN  THE  U.S.  SUGAR  PROGRAM 

The  further  expansion  of  the  sugar  industry  of  Ecuador  is  an  inte- 
gral part  of  the  <joyernment's  6-year  plan.  One  of  the  principal  areas 
for  public  sector  investment  will  be  in  agricultural  development  and 
agrarian  reform.  It  will  be  necessary  for  traditional  agricultural 
products  to  continue  to  have  remunerative  outlets,  and  this  is 
especially  true  in  sugar.  It  is  the  policy  of  the  Government  to  further 
develop  a  system  of  small  farming  imits  to  provide  ownership  and 
employment  opportimities  for  as  many  people  as  possible.  A  special 
target  is  sugar  cane  farming  and  significant  increases  in  cane  sup- 
ply are  expected  to  be  produced  by  small  farmers. 

The  U.S.  has  provided  a  secure  market  for  Ecuadorean  export 
production  and  has  always  returned  a  reasonable  price.  It  is  the  one 
external  outlet  upon  which  the  industry  can  depend  and  provides 
a  solid  base  for  expansion. 

PERFORMANCE  RECORD 

Ecuador  shipped  86,824  tons  to  the  United  States  in  1971,  91,289 
tons  in  1972,  and  93,808  tons  in  1973,  Ecuador  has  fully  met  its 
quota  commitment  to  the  United  States,  but  did  not  have  sufficient 
production,  due  to  expanded  internal  consumption,  to  participate 
in  the  '^rst-come,  first-served"  opportunities  provided  in  1973  and 
during  the  current  year.  However,  the  current  Ecuadorean  quota 
of  100,186  short  tons  will  be  met  and  perhaps  exceeded  by  a  small 
quantity. 

ASSURANCE  OF  CONTINTJED  PRIORTTT  PERFORMANCE  IN  THE  U.S.  MARKET 

It  is  the  policy  of  the  Government  of  Ecuador  and  the  sugar  in- 
<3ustry  to  meet  full  entitlements  as  provided  by  the  Sugar  Act.  The 
tJ.S.  market  will  continue  to  have  first  priority  and,  as  production 
expands,  greater  reserves  will  be  available  lor  shipment  to  the 
Xlnited  States  in  times  of  short  supply, 

PERFORMANCE   CAPABILITr 

Ecuador  has  demonstrated  its  capacity  of  being  able  to  store  as 
^uch  as  40%  of  its  total  production  and  carry  ample  reserves  for 
the  U.S.  market.  Its  timely  shipments  have  indicated  a  willing- 
ness to  maintain  and  honor  its  obligations  towards  the  American 
commitment. 

Ecuador's  1974  production  will  be  approximately  325,000  tons 
and  the  American  quota  is  expected  to  be  fully  served. 

It  is  presently  anticipated  the  sugar  industry  in  Ecuador  will 
construct  at  least  two  new  factories  within  the  next  5  years.  Factory 
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capacity  for  each  of  these  installations  is  anticipated  to  be  approxi- 
mately 50,000  tons  each,  and  total  production  of  the  three  largest 
existing  factories  will  probably  be  augmented  between  20%  and 
30%  during  the  same  period.  Ecuador  should  reach,  within  the 
5-year  program,  a  total  production  of  around  550,000  tons.  Plans 
are  underway  for  the  construction  of  a  modem  bulk  sugar  loading 
tei-minal  at  the  Port  of  Guayaquil. 

OTHER   MARKET   COMMITMENTS 

Ecuador  does  not  participate  in  any  other  preferential  market, 
and  has  no  plans  to  become  so  engaged.  It  is  not  expected  Ecuador 
will  have  sufficient  sugar  available  for  world  market  sales  and  none 
are  anticipated.  With  the  exception  of  a  sale  of  4,000  tons  to  the 
world  market  in  1972,  no  other  sales  have  been  made. 

DESCRIPTION   OF  THE   SUGAR   INDUSTRY   OF   ECUADOR 

Presently,  in  the  Eucadorean  sugar  industry,  85  percent  of  the 
sugar  cane  is  produced  by  mill  owners  and  15  percent  by  small 
farmers.  A  new  law  which  becomes  effective  in  the  near  future  will 
promote  the  growth  of  new  farming  units  in  order  to  incorporate 
more  land  and  more  workers  in  the  production  of  sugar  cane  and 
other  crops. 

Sugar  cane  workers,  both  in  the  field  and  factory,  are  considered 
tlie  best  paid  in  Ecuador  and  15  percent  of  the  profit  of  sugar 
companies  is  shared  by  all  workers  in  accordance  with  Ecuadorean 
laws.  The  total  number  of  people  connected  directly  with  sugar 
production,  and  that  are  the  recipients  of  the  benefits  of  the  Ameri- 
can quota,  numbers  more  than  55,000.  Probably  within  the  next  5 
years  this  figure  will  increase  to  approximately  75,000.  Naturally,  the 
main  increase  in  the  added  number  of  sugar  workers  will  be  al- 
lotted to  the  development  of  new  farms  that  will  grow  sugar  cane 
in  accordance  with  the  agrarian  reform  plan. 

Although  there  are  10  operating  sugar  factories  in  Ecuador,  only 
four  are  large  enough  to  share  in  the  U.S.  quota.  They  are  the  ones 
for  which  we  speak  today. 

Tlie  Ecuadorean  Government  levies  a  sizeable  tax  on  sugar  — 
exported  from  the  country,  and  there  are  other  taxes  collected  by^^ 
municipal  and  local  authorities. 

Fringe  benefits  extended  to  employees  of  the  industry  are  exten — ^ 
sive.  Workers  are  organized  and  agreements  are  reached  betweer:3B 
unions  and  management  with  the  approval  of  government  laborr^ 
authorities, 

RELATIONSIIIP  WITH  THE  UNITED  STATES  HAS  ALWAYS  BEEN  SOUND 

Ecuador's  government  and  its  people  are  traditionally  friendl^ET 
towai^  the  United  States.  Due  to  cultural  exchanges,  many  Eco^^ 
doreau  technicians  and  students  are  trained  in  the  United  Stat«*-^z 
and  a  better  understanding  has  developed  to  the  mutual  benefit  ■ 
both  countries. 

The  principal  area  for  U.S.  investment  is  in  the  petroleum  iu  ^• 
dustiy  and  now  totals  approximately  $350  million.  With  the  r^^^Jd 
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expansion  which  is  expected  in  Ecuador,  new  markets  will  be 
opened  for  more  sophisticated  American  products  in  the  field  of 
electronics,  aviation,  manufacturing,  chemicals,  construction,  and 
transportation. 

The  somewhat  touchy  situation  regarding  seizures  of  American 
tuna  fishing  boats  has  been  stilled  and  normal  diplomatic  relatione 
have  resumed  between  Ecuador  and  the  United  States. 

QUOTA  REQUEST 

Under  Title  II  of  the  Su^ar  Act,  section  202(c)  (3)  (A)  Ecuador 
enjoys  a  percentage  of  participation  for  foreign  countries  of  1.63 
percent.  Current  Ecuadorean  production  is  ample  to  meet  gradually 
expanding  entitlements  in  the  U.S.  program  at  this  level  of  par- 
ticipation and,  therefore,  no  request  is  made  for  an  increased  per- 
centage. 

Thank  you,  Mr.  Chairman  and  members  of  the  committee. 
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The  Chairman.  Thank  you  very  much,  Mr.  Quinn. 

Now,  Mr.  Arthur  Quinn,  do  you  wish  to  discuss  Panama? 

STATEMENT   ON  BEHAIF   OP  THE   SUGAR   INDXTSTBY  OF   THE 
REPUBLIC  OP  PANAMA 

INTR(H)UC5n0N 

Mr.  Arthur  Quinn.  We  first  appeared  before  this  committee  on 
behalf  of  the  Panamanian  sugar  industry  in  1965.  At  that  time  we 
represented  the  two  privately  owned  sugar  companies  in  Panama, 
Compania  Azucarera  La  Estrella,  S.A.,  and  Azucarera  Nacional, 
S.A.,  for  which  we  speak  today.  In  addition,  we  are  testifying  on 
behalf  of  the  Government  of  Panama,  which  has  constructed  a  new 
cooperative  factory  for  eventual  ownership  by  small  sugar  cane 
farmers  and  factory  employees. 

The  Kepublic  of  Panama  enjoys  a  very  special  relationship  with 
the  United  States  because  of  the  presence  of  the  Panama  Canal. 
The  strategic  importance  of  the  canal  to  the  United  States  cannot 
be  overemphasized,  and  it  follows  that  the  well-being  of  the  country 
which  surrounds  the  canal  must  likewise  be  considered  vital  to  our 
interests. 

For  many  years,  income  from  the  lease  of  the  canal  has  largely 
supported  the  national  economy.  Through  wages  paid  employees  and 
expenditures  by  and  on  behalf  of  the  U.S.  personnel  assigned  to  the 
zone  and  for  maintenance  of  canal  facilities,  the  Canal  2iOne  con- 
tributes approximately  $1T5  million  in  direct  income  to  the  country. 
The  multiplier  effect  of  this  revenue  accounts  for  over  25  percent  of 
the  country's  Gross  National  Product. 

Panama,  because  of  the  presence  of  the  canal,  has  a  dollar  econ- 
omy and,  therefore,  is  inordinately  dependent  upon  the  United  States 
as  a  trading  partner.  The  balance  of  trade  between  the  two  countries 
is  heavily  in  favor  of  the  United  States.  The  United  States  accounts 
for  over  34.2  percent  of  the  coimtry's  imports,  and  receives  44.3 
percent  of  Panama's  exports,  mainly  in  the  form  of  agricultural 
and  fish  products  (bananas,  shrimp,  sugar,  coffee,  beef,  and  fishmeal). 
Imports  from  the  United  States  for  me  Republic  of  Panama  were 
$137  million  in  1972.  For  the  same  year,  Panamanian  exports  to  the 
United  States  were  valued  at  $54  million. 

There  is  certainly  no  discrimination  against  U.S.  products,  as  the 
trade  figures  would  indicate.  On  the  other  hand,  there  are  very  few 
Panamanian  exports  to  the  United  States,  the  principal  one  oeing 
bananas.  And  here  too,  it  is  important  to  note  that  the  major 
banana  producer  in  Panama  is  a  U.S.  corporation,  which  is  free  to 
repatriate  its  profits,  thus  lessening  the  negative  impact  this  im- 
port would  have  on  the  U.S.  balance  of  payments. 

The  Republic  of  Panama  has  never  expropriated  any  property, 
either  locally  or  foreign  owned,  and  this  is  one  factor  that  has 
created  an  excellent  climate  for  U.S.  investments.  The  value  of  all 
U.S.  companies  registered  in  Panama  exceeds  $1.5  billion  with  about 
1/^  of  that  figure  m  offshore  operations.  Since  Panama  has  no  con- 
trols on  foreign  exchange  or  repatriation  of  earnings,  the  profits  of 
U.S.  companies  are  free  to  return  to  the  United  Stetes. 
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The  effects  of  the  dollar  economy  on  Panama  have  been  wide- 
spread andj,  although  a  higher  standard  of  living  has  been  produced 
in  the  country  than  in  most  other  sugar-producing  axeas  of  the 
Western  Hennsphere,  the  direct  result  has  been  hi^er  production 
costs  than  in  other  areas.  Wages,  social  security  tenefite,  and  the 
propensity  to  import  are  all  comparatively  high. 

VITAL  NEED  FOR  CONTINUED  PARTICIPATION  IN  THE  U.S.  SUGAR  PROGRAM 

Panama  must  earn  dollars  abroad  to  finance  the  economy  since 
the  government  is  severely  restricted  in  its  ability  to  stimulate  growth 
through  monetary  and  fiscal  policy.  In  order  to  maintain  economic 
viabihty,  the  Kepublic  of  Panama  has  encouraged  a  high  level  of 
investment. 

The  high  level  of  investment  has  brought  about  heavy  pressure 
on  the  balance  of  payments  and,  consequently,  has  created  an  urgent 
need  for  additional  foreign  exchange  m  order  to  be  able  to  import 
the  goods  necessary  to  maintain  the  rate  of  growth  and  investment. 
Given  the  limitations  of  its  domestic  market,  (it  is  one  of  the  least 
populated  countries  in  South  America  with  1.4  million  people)  the 
Eepublic  of  Panama  is  not  able  to  compete  with  industrialized  coun- 
tries in  the  manufactured  goods  market  and,  consequently,  must  look 
to  its  agricultural  sector  to  provide  the  foreign  exchange  needed. 
Sugar  is  second  only  to  bananas  in  its  capacity  to  earn  foreign 
exchange. 

Furthermore,  the  past  few  years  have  seen  a  strong  migration 
from  country  to  metropolitan  areas,  mainly  because  employment 
opportunities  in  the  cities  were  much  better.  The  urban  influx  has 
greatly  taxed  the  ability  of  the  government  to  create  the  jobs  and 
necessary  infrastructure  to  absorb  the  increased  j)opulation.  There- 
fore, the  government  is  promoting  new  industries  in  the  rural  areas. 
The  creation  of  development  poles  will  contribute  to  the  industriali- 
zation and  growth  of  the  rural  areas  and  not  only  keep  people  on 
the  land,  but  encourage  some  to  return.  The  planned  expansion  of 
the  su^ar  industry  looms  large  in  government  plans  to  provide  op- 
portunities for  agricultural  ownership  and  employment. 

The  importance  of  the  U.S.  sugar  quota  cannot  be  overemphasized. 
It  provide  the  sole  export  market  which  offers  steady  growth  and 
amply  compensating  returns. 

PERFORMANCE  RECORD 

Panama  shipped  45,046  tons  to  the  United  States  in  1971,  41,646 
tons  in  1972,  and  52,274  tons  in  1973.  Due  to  disastrous  drought  con- 
ditions and  early  rains  which  curtailed  grinding  seasons  m  these 
years,  deficits  were  incurred  in  the  country's  quotas. 

The  construction  of  the  new  government  sponsored  La  Victoria 
sugar  mill  in  Veraguas  province  was  completed  for  the  1973  cam- 
paign, but  production  was  well  below  expectations. 

The  current  1974  Panamanian  quota  of  79,287  tons  is  expected 
to  be  met  and  an  all-out  effort  is  being  made  to  fulfill  the  commit- 
ment. 
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ASSURANCE  OF  CONTINUED  PRIORITY  PERFORMANCE  IN  THE  U.S.   MARKE'] 

Panama  reaffirms  its  intention  to  continue  meeting  all  obligation; 
under  the  U.S.  Sugar  Act  as  a  matter  of  priority.  No  sales  to  th( 
world  market  have  been  permitted  and  will  not  be  unless  and  unti 
production  in  store  is  known  to  be  well  in  excess  of  U.S.  require 
ments. 

PERFORMANCE   CAPABILITY 

With  the  completion  of  the  La  Victoria  sugar  factory  Panama  h 
now  capable  of  producing  approximately  130,000  short  tons.  In 
normal  years  this  is  ample  output  to  serve  the  domestic  market  and 
meet  its  commitments  to  the  United  States  at  the  present  level  ol 
participation. 

However,  plans  are  well  along  for  the  erection  of  three  new  fac- 
tories, each  having  a  capacity  of  50,000  or  more  tons.  Constructior 
is  expected  to  commence  on  the  j&rst  of  these  factories  in  early  197^ 

OTHER  MARKETING  COMMITMENTS 

Panama  has  no  commitments  to  foreign  markets  other  than  th.* 
United  States  and  none  are  contemplated. 

DESCRIPTION  OF  THE  SUGAR  INDUSTRY  OF  PANAMA 

Panama  at  present  has  two  privately  owned  sugar  mills  and  on.< 
Grovernment  sponsored  cooperative  factory.  The  industry  has  ex: 
ported  exclusively  to  the  United  States  and  the  Government  follow: 
a  tax  pjolicy  that  has  allowed  the  sugar  industry  to  reinvest  i't: 
profits  in  expanding  capacity,  in  order  to  better  serve  the  U.S 
market. 

The  new  sugar  mill  will  eventually  be  wholly  owned  as  a  coop 
erative  by  small  sugarcane  growers  and  workers  in  the  factory.  Eael 
member  of  the  cooperative  will  contribute  a  fixed  share  of  his  in- 
come to  help  amortize  the  investment  at  a  faster  rate  than  just  bj 
utilizing  profits  from  the  operation.  Once  the  investment  is  amor- 
tized, the  sugar  mill  will  become  the  sole  property  of  the  coopera- 
tive. Until  that  time  the  mill  will  be  owned  by  the  Corporacion 
Nacional  Azucarera,  an  independent  government  agency. 

The  cooperative  mill  at  Veraguas  was  vitally  needed  as  one  step 
in  a  major  government  effort  to  stem  the  flow  of  people  from  the 
rural  areas  to  the  cities.  Improvement  of  conditions  in  the  rural 
areas  of  Panama  is  essential  to  the  stability  of  the  country,  and  a 
sugar  factory  is  perhaps  the  best  means  to  provide  the  incentive 
to  remain  in  an  area  and  work  the  land.  The  experiment  has  been 
so  successful  as  to  inspire  the  government  to  move  forward  on  three 
similar  projects  in  different  areas  of  the  country. 

There  are  2,800  independent  farmers  growing  cane  on  42,000  acres 
(average  size  of  farm — 16  acres).  The  total  number  of  colonos  has 
increased  greatly  with  approximately  13,250  additional  acres  being 
planted  to  service  the  new  government  sponsored  cooperative. 

At  present,  there  are  approximately  35,000  persons  dependent  on 
the  sugar  industry  in  Panama  of  a  total  of  475,000  who  are  eco- 
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nomioally  active.  In  addition,  there  are  approximately  2,000  persons 
who  are  indirectly  employed  as  a  result  of  the  sugar  industry. 

In  Panama,  industrial  workers  receive  an  average  of  30  cents  an 
hour  and  in  the  sugar  industry  workers  receive  an  average  of  45 
cents  an  hour.  The  median  weekly  salary  for  agricultural  workers 
in  Panama  is  $15.20  per  week  or  $y90.40  per  year.  In  manufacturing 
industries,  the  median  is  $18.40  per  week  or  $956.80  per  year.  But 
in  the  sugar  industry,  the  average  pay  for  field  workers  is  $1,746.00 
per  year,  or  82  percent  higher  than  the  median  for  industrial 
workers. 

Sugar  industry  workers  receive  generous  benefits,  the  most  im- 
portant of  which  are  as  follows: 

Sickness  and  accident — The  employees  of  the  sugar  industry  have 
been  incorporated  into  the  Social  Security  Administration.  Under 
this  system,  the  employer  pays  into  the  system  7  percent  of  the  em- 
ployee's salary  and  the  employee  pays  5  percent  of  his  salary. 

The  coverage  offered  by  the  social  security  system  includes  the 
following : 

1.  Medical  Benefits:  (At  no  additional  cost  to  the  employee) 

(a)  Medical  attention,  surgery,  pharmacy,  dental  and  hospitaliza- 
tion. 

(b)  A  subsidy  of  up  to  60  percent  of  the  salary  when  the  person 
is  unable  to  work  for  a  period  of  up  to  6  months. 

(c)  The  same  coverage  is  extended  to  the  wife  and  to  children  10 
years  old  or  less. 

(d)  In  maternity  cases,  14  weeks  of  salary  plus  medical  attention 
including  hospital  and  medicines. 

2.  Disability  Pay :  Up  to  one-third  of  his  salary. 

3.  Old  Age:  50  percent  of  his  salary. 

4.  Death:  25  percent  of  his  salary  to  the  surviving  partner  and 
10  percent  for  each  surviving  child  plus  burial  expenses. 

Vacation — Employees  have  the  right  to  30  days  paid  vacation 
for  every  11  months  of  work  and  to  15  days  paid  sick  leave  per  year. 

QUOTA  REQUEST 

Under  title  II  of  the  Sugar  Act^  Section  202(c)(3)(A),  the 
percentage  of  participation  for  Panama,  among  foreign  countries 
is  1.29.  This  percentage  became  effective  in  1973,  being  raised  from 
0.85  by  virtue  of  section  202(c)  (3)  (C),  in  order  to  permit  a  larger 
quota  for  the  increased  production  resulting  from  the  new  Vera- 
guas  mill. 

The  Government  of  Panama  is  greatly  indebted  to  the  Congress 
for  the  granting  of  a  graduated  quota  in  the  Sugar  Act  Amend- 
ments of  1971  and  is  confident  of  being  able  to  meet  its  full  com- 
mitment in  1974  and  future  years. 

Because  three  new  factories  are  soon  to  be  constructed,  Panama 
requests  a  percentage  increase  to  be  effective  in  1978,  if  the  commit- 
tee votes  in  favor  of  a  4  or  5  year  extension  of  the  Sugar  Act.  It 
is  the  wish  of  the  government  that  Panama's  entitlement  be  such, 
from  1978  onward,  as  to  permit  it  to  ship  at  least  150,000  tons 
to  the  United  States  per  year. 

Thank  you,  Mr.  Chairman  and  members  of  the  committee. 
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The  Chahocak.  Thazik  you  very  miich,  Mr.  Quinn, 

Now,  Mr.  Arthur  Lee  Qiiirm,  you  would  like  to  discuss  Belize. 

Mr*  y\BTHTjR  Lee  Qtjinn.  Yes,  Mr.  Chairuiaii,  Before  I  do  tli 
I   would  like  to  introduce  Ambassador  Frederick  H,   Talbott 
Guyana,  who  is  here  in  the  room. 

Tlie  Chairmjin*  We  are  glad  to  have  you  here,  Mr.  Talbott, 


STATEMENT  ON  BEHALF  OF  THE  SUaAH  IlTOirSTHY  OF 
(FOBKERLY  BEITISH  HONDURAS) 


INTRODUCTIOK 


BEU 


u 


Mr.  AfixniTt  Lee  Qmxx.  We  first  appeared  before  this  commiti 
on  behalf  of  the  British  Honduras  sugar  industry  in  1905,  Tod  ay  ^ 
speak  for  Belize  Sugar  Industries  Limited,  which  owns  and  operai 
the  two  factories  in  the  country. 

Although  British  Honduras  was  officially  renamed  Belize  in  19' 
its  status  remains  that  of  a  dependency  of  Great  Britain.  No  di 
has  been  set  for  declaring  the  colony  independent,  but  it  is  t 
avowed  policy  of  the  elected  government  to  sever  the  bond  w 
the  United  Kingdom.  However,  an  outstanding  border  dispute  w: 
neighboring  Guatemala  must  be  resolved  before  this  can  take  pla 
Presently^  it  is  internallv  self-governing  under  a  parliamentary  s; 
tern.  Great  Britam  retains  responsibility  for  defense  and  forei 
affairs. 

This  Massachusetts-sized  territory  is  located  on  the  east  coast 
Central  America  facing  the  Caribbean  Sea.  It  is  iTOunded  on  t 
3iorth  and  west  by  Mexico  and  on  the  west  and  soiith  by  Guatema 
The  popidation  of  Belize  is  appix)ximately  130,000  people,  t 
lowest  fjppulation  density  in  Central  America.  Most  of  the  peo] 
^re  of  multiracial  descent  and  English  is  spoken  by  the  ent 
Population. 

Until  well  into  the  SOth  century,  exploitation  of  its  rich  fore 
^as  the  only  economic  activity  of  consequence  in  the  country* 
Supplies  of  accessible  timber  became  limited,  forestry  declined  a 
sij^ar  and  citrus  have  now  become  the  principal  exports. 

Economic  development  in  Belize  lias  been  painfully  slow  to  da 

M^ith  the  country  on   the   threshold  of   indeimndence,  there    is 

'Hoeful  lack  of  even  the  nio^  basic  infrastructure.  With  no  kno^ 

inineral  resources,  there  is  little  hope  of  attracting  major  industr 

development.  Except  for  sugar  cane  processing,  industry  is  on 

small  scale  in  sijse  and  variety  of  products.  The  ability  to  ex  pa 

tlie  industrial  sector  is  severely  restricted  by  the  small  domes 

niarket  and  a  serious  lack  of  investment  capital.  Although  tht 

^te  hopes  of  building  a  tourist  industry  in  the  long  term,  the  cot 

try  will   be  essentially   dependent,    for  many   years   to  come, 

Agriculture  as  the  principal  source  of  both  income  and  emplo^Tiie 

Belize  foreign  trade  has  consistently  shown  a  substantial  defic 

^Kich  has  been  financed  through  foreign  aid  from  Great  Brita 

tonristn  and  foreign  investment,  ^ 
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VITAL  NEED  FOR  CONTINUED  PARTICIPATION  IN  THE  U.S.  SUGAR  PROGRAM 

As  a  colony  of  Great  Britain,  Belize  has  benefited  little  from  U.S. 
assistance  and  grants  or  loans  from  multinational  financial  institu- 
tions. The  country  is  almost  solely  dependent  upon  primary  agri- 
cultural products  for  social  improvement  and  economic  development. 
Of  all  the  basic  agricultural  industries,  none  provides  as  widespread 
employment,  distribution  of  wealth  and  general  economic  benefit  as 
does  sugar. 

Tlie  development  of  the  sugar  industry  of  Belize  is  an  outstanding 
illustration  of  the  soundness  of  the  U.S.  sugar  program.  A  substan- 
tial and  remunerative  U.S.  quota  for  this  small  emerging  nation 
has  meant  a  solid  and  steady  expansion  of  the  most  important  in- 
dustry in  the  nation,  and  ever  increasing  prosperity  for  thousands 
of  citizens.  In  return,  the  country  has  been  willing  to  virtually  sweep 
its  warehouses  clean  in  order  to  send  additional  quantities  of  sugar 
to  the  United  States  this  year  and  last  to  supply  our  needs  during 
periods  of  short  supply — at  times  when  it  could  have  received  higher 
prices  on  this  over  quota  sugar,  had  it  beein  sold  in  the  world  market. 

The  increased  quota  awarded  to  Belize,  as  a  result  of  the  Sugar 
Act  amendments  of  1971,  was  the  salvation  of  the  industry.  In  our 
testimony  before  this  committee  in  April  1971  we  advised  that  the 
biggest  boost  the  economy  of  Belize  had  ever  had  was  provided  by 
the  expansion  of  the  sugar  industry  in  the  1960s.  But  the  large 
investment  of  Tate  &  Lyle,  the  British  company  which  had  in- 
vested more  than  $20  million  in  the  industry,  had  not  produced 
any  return  due  to  a  lack  of  profitable  markets.  Unless  larger  outlets 
at  remunerative  prices  were  foundj,  the  company  would  have  been 
forced  to  cease  operations.  But  as  a  result  of  the  increased  share  of 
the  U.S.  market,  provided  by  the  Congress  in  1971,  the  industry 
is  now  not  only  self-sustaining  but  has  turned  a  sizeable  profit.  The 
people  of  Belize  are  immensely  grateful  to  the  Congress,  and  especi- 
ally this  committee,  as  can  be  seen  by  the  sentiments  expressed  by 
Premier  George  Price  in  a  letter  addressed  to  Chairman  Poage, 
which  we  have  attached  to  this  statement  as  appendix  A.  [See  p.  194.] 
The  sugar  industry  of  Belize  is  the  largest  employer  and  the  major 
source  of  foreign  exchange,  accounting  for  approximately  60  per- 
cent. It  is  responsible  for  65  percent  of  total  agricultural  production 
as  the  following  table  significantly  illustrates : 


Belize  dollars       U.S.  dollars 


Sugar  and 

molasses  as 

a  percentage 

of  totals 


Total  value  of  sugar  and  molasses  exports 12,241,000        7.201,000 

Total  value  of  agricultural  exports 17,044,000       10,026,000 

Total  value  of  domestic  exports 24,726,000       14,545,000 


loao 

71.8 
49.5 


PERFORMANCE   RECORD 


Belize  has  filled  all  quotas  and  deficit  prorations  awarded  under 
the  U.S.  Sugar  Act  since  1965.  In  1971  it  shipped  14,640  tons  to 
the  United  States  and  39,577  tons  in  1972.  In  1973,  it  supplied  a 
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total  of  48,144  tons,  including  9,925  tons  on  a  "first-come  first-served 
basis."  Thus  far  this  year,  with  effective  quotas  at  the  12  million 
consumption  estimate  level,  the  Belize  total  of  quotas  and  prora- 
tions stands  at  41,796  tons.  It  is  the  solenm  pledge  of  Belize  to  sup- 
ply not  only  this  amount,  but  any  further  quotas  or  prorations 
which  may  be  awarded  to  the  country  during  the  balance  of  1974. 
ij  In  addition  to  these  amounts  4,600  tons  have  been  pledged  on  a 
"first-come  first-served  basis"  for  arrival  prior  to  March  15th. 
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ASSURANCE  OF  CONTINUED  PRIORITY  PERFORMANCE  IN  THE  U.S.  MARKET 


Belize  reaffirms  its  intention  to  continue  meeting  all  obligations 
under  the  United  States  Sugar  Act  as  a  matter  of  priority.  It  pres- 
^11^  ent  estimates  of  production  for  the  1974  crop  are  achieved,  60,000 
^^^  tons  would  be  available  for  export  to  the  United  States.  No  sales 
~^^^^  to  the  world  market  have  been  permitted  and  will  not  be  imless 
and  until  production  in  store  is  known  to  be  well  in  excess  of  U.S. 
her       requirements. 

^^,  Current  production  levels   and  expansion   plans   are   geared  to 

guarantee  priority  performance  in  the  United  States  market  against 
all  quota  allocations  and  designed  to  have  sufficient  excess  capacity 
to  meet  calls  for  umoimts  of  additional  sugar  in  times  of  tight 
]!y  ^^PPly-  ^^  production  continues  to  expand^,  further  quantities  will 
become  available,  should  the  United  States  need  them. 


PERFORMANCE    CAPABILITY 


tleb  Production  cajmcity  has  now  been  increased  to  produce  approxi- 
L^^;^  mately  91,000  short  tons  per  annum.  Planning  for  further  expansion 
*^  '*'  of  factory  capacity  and  cane  planting  by  national  farmers  is  al- 
i^|T  ready  well  advanced  and  envisages  an  increased  availability  of  ap- 
^'■;  proximately  23,000  short  tons  in  the  period  1976/77.  This  expansion 
^P^,  ^  is  being  contemplated  in  order  to  assess  the  economic  viability  of 
^^  '^  the  project,  and  one  of  the  basic  considerations  to  be  fulfilled  would 
^^f  be  an  enlargement  of  the  U.S.  quota  to  a  level  between  50,000  and 
^•*T;^  W,00O  short  tons  in  1975,  plus  a  reasonable  assurance  of  continued 
^^y-  access  to  the  U.S.  market  over  the  ensuing  years. 
^  j!^  Current  storage  capacity  for  sugar  amounts  to  41,000  tons,  with 
^^'^^  additional  temporary  storage  in  barges  of  22,000  tons.  The  expansion 
plans  referred  to  above  would  include  increasing  storage  capacity 
to  55,000  tons  and  temporary  barge  storage  to  3,500  tons.  Belize 
sugar  industries  is  capable  of  handling  shipments  of  up  to  8,000 
tons.  Shipments  of  this  size  can  be  loaded  in  two  days  and  transit 
time  to  the  United  States  is  either  two  or  three  days,  with  New 
Orleans  being  the  principal  port  of  entry. 

OTHER  MARKETING  COMMITMENTS 

.  Tlie  only  expected  special  arrangement  commitment  for  Belize 

is  a  continuation  of  the  expiring  Commonwealth  Sugar  Agreement 
ii::  quota  of  23,000  tons.  It  is  anticipated  that  a  quota  of  similar  quan- 
or>       tity  ^ill  be  awarded  as  a  result  of  the  new  arrangement  with  the 

European  Economic  Community,  which  commences  in  1975.  No  other 

special  conmiitments  are  under  consideration. 
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Local  consumptioii  of  sugar  in  Belize  was  approsimately  6,100 
tons  in  1973. 

Shipments  to  the  United  Kingdom  over  the  past  few  years  have 
been  m  the  amount  of  a  Commonwealth  Sugar  Agreement  quota  oi 
2S,O0O  tons.  In  addition,  world  market  sales  for  1971  through  ISTf 
ar©  listed  below: 


Yfiir 

Oeatlnitian 

LT.T,Q. 

Approximate 

Additional 
stocks  unsold i 

1971. 

..— . .'...^  Canid*. ....- 

C»wdi 

United  HTfigdom-.i: 
, Canada , 

2*.  045 
7,350 
5,  COD 

12.D0O 

27. 4M 
a,400> 
5,700  ! 
1U700 

10.791 

un. 

" —       - 

J  This  sak  was  m^de  early  in  the  year  before  any  first-comd  fjrst-seiv*  call  from  the  United  States  ws^  IssDed  or  anti^J 
pated  and  con^istsd  of  4,100  ions  from  1173  crop  prottijction  plus  stocks  broufht  forward  Irom  19^72.  This  quantity  tutfilla 
our  obliEatj^nste  Canadi  under  th%  l*S.A.  whkh  was  in  force  it  that  time,  i.e.  It  was  tmt  base  commttment  to  Canada. 


DESGHIPTION  OF  SUQAB  Un^TISTET  OF  FKT.T^T!; 

The  two  sugar  factories  in  Belize  are  owned  by  Belize  Sugar  ln4 
dustries,  Ltd,  [a  subsidiary  of  Tate  &  Lyle  of  England],  Since  the* 
1971  crop,  all  cane^  except  for  a  small  tonnage  from  a  company 
financed  research  farm,  has  been  gi'own  and  supplied  by  national  — 
farmei^.  In  this  connection,  the  following  is  an  extract  from  aS 
speech  by  Belize's  Premier,  Mr,  George  Price,  in  his  National  Day 
address  of  7th  November,  1973 : 

In  sugar  the  situation  is  the  same.  Sugar  exports  to  tlie  United  Kingdoiii^ 
and  the  United  States  of  America  depend  upon  the  abiUty  of  the  Gov^erament;, 
to  secure  quotas  and  the  industry  grows  if  Goyemment  l&  able  to  ne^otiat^^ 
incresajsed  quotas.  In  1973  the  industry's  earnings  tojjped  Belize  $17  million.  BtL^%^ 
more  dramatic  yet  was  the  increased  share  of  tliis  pie  that  nationals  cor^^, 
trihuted.  By  the  ptir«diase  of  Belize  Stigar  Industries  sugar  fields,  and  tl^.-^ 
parsing  of  the  sugar  cane  production  sector  exclusively  into  the  hands  cr^f 
nationals,  the  total  income  from  the  industry,  3a ve  for  the  mllUng  expenses,  a^^re 
shared  by  BeUj^ans. 

Tlie  Company  has  long  indicated  to  Government  that  it  wish^^d 
to  have  national  participation  in  tlie  factory  operations,  and  i:B.i- 
vestigations  towards  this  end  are  currently  underway.  With  tlie 
improved  financial  results  over  the  last  two  years,  due  mainly    "to 
greater  sales  of  sugar  to  the  United  States,  wage  increases  of  ap- 
proximately ^0  percent  for  the  years  1974  and  1975  have  be4?ii 
agreed  upon  wtih  the  factory  workers  imion.  Cane  farmers  receiTe 
65  percent  of  the  revenue  from  all  sugar  and  molasses  manufactured 
from  their  cane.  The  industry  also  makes  a  statutory  contribution 
to  the  Sugar  Labor  Welfare  Board  of  approximately  US  $1M 
per  ton  for  all  sugar  exported,  Tiiese  funds  are  used  to  assist  the 
company *s  and  farmer's  workers  in  housing,  education,  water  sup- 
pi  ies*  etc*  In  addition,  from  the  1972  crop  onward,  an  export  levy 
of  approximately  US  $3,00  per  ton  is  paid  into  Government's  gen- 
eral revenue  fund  for  all  sugar  exported.  To  demonstrate  the  fiiH 
extent  by  which  nationals  and/or  the  country  participat-e  in  the 
total  revenue  for  sugar  and  molasses,  the  following  table  sets  on^ 
the  broad  contribution  of  the  company  to  the  Belize  economy  ia  th® 
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U.S.  dollars 

(converted  at 

rate  $1.70 

Belize  Belize  $1 

dollars  U.S.) 


Purchase  of  farmers  cane 12,667,000  7,451,000 

Wages  and  salaries 2,666,000  1,568,000 

Hired  transport 140,000  82,000 

Contractors  (local) 103,000  61,000 

Materials  (local  purchases  only) ^ 842,000  495,000 

Import  duties  (on  imported  material) 194,000  114,000 

Taxation  and  levies 555,000  327,000 


Total 17,167,000         10,098,000 

The  total  Belizean  work  force  is  approximately  36,100  people,  of 
which  approximately  6,800  are  employed  by  the  Govermnent.  The 
sugar  industry  employs  approximately  5is000  people,  including  cane 
farmers  and  their  employees.  The  average  cane  farmer  hol(iing  is 
about  20  acres.  Union  membership  totals  over  3,000  persons  and 
all  Belize  Sugar  Co.  workers  are  represented  by  amions.  A  table 
showing  sugar  industry  wage  rates,  as  compared  with  other  indus- 
tries and  Government,  is  attached  to  this  statement  as  appendix  B. 
(See  p.  194.) 

RELATIONSHIP  WITH  THE  UNITED  STATES 

Belize  has  consistently  maintained  friendly  relations  with  the 
TJnited  States.  U.S.  citizens  are  welcomed  as  investors,  tourists  or 
simply  as  residents.  U.S.  citizens  own  more  than  20  percent  of  all 
privately  held  land  in  the  country.  Of  the  total  of  47  current  de- 
velopment concessions,  granted  by  the  Government  for  establishment 
of  agricultural,  industrial  and/or  tourist  facilities,  25  have  been 
issued  to  U.S.  citizens,  53  percent  of  the  total.  There  have  been 
no  cases  of  expropriation  of  the  property  belonging  to  U.S.  citizens. 

Belize  has  a  large  and  growing  imbalance  of  trade  with  the 
United  States  in  favor  of  the  latter  country.  Figures  supplied  by 
the  Government  for  the  years  1970  and  1971  are  as  follows : 


Value  of  ex 
United  S 

ports  to 
tates 

Value  of  imports  from 
UnitedStates 

Belize 
dollars 

U.S.  dollars 

Belize 
dollars 

U.S.  dollars 

1970 

1971 

9,258,000 

10,114,000 

5,446,000 
5,949,000 

18,741,000 
17,987.000 

11,024,000 
10.581,000 

Note:  Conversion  rate  used  above  1  U.S.  dollar  equals  1.70  Belize  dollar. 


For  the  years  1970  and  1971  about  45  percent  of  the  total  value 
of  exports  to  the  United  States  is  accounted  for  by  sugar  and 
molasses.  The  above  figure  for  imports  from  the  United  States 
represents  one-third  of  the  total  value  of  all  imports  to  the  country. 


QUOTA  REQUEST 


Title  II  of  the  Sugar  Act,  section  202(c)  (3)  (A),  provides  Belize 
(British  Honduras)  with  a  percentage  of  participation  of  .68  for 
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foreign  countries.  We  respectfully  request  that  this  figure  be  raised 
to  a  level  which  would  permit  total  shipments  from  Belize  to  reach 
60,000  short  tons  in  1975. 

Thank  you,  Mr.  Chairman  and  members  of  the  committee. 

(The  above  referred  to  attachments  follow:) 

Appendix  A 

Office  of  the  Pbemieb, 
Belmopan,  Cayo  District,  Belize, 
Central  America,  Fehruarp  19,  1974. 
Hon.  W.  R.  PoAGE, 

Chairman,  Committee  on  Agriculture,  House  of  Representatives,  Room  130M 
Longworth,  Washington,  D,C, 
Dear  Mb.  Chairman:  At  a  time  when  consideration  is  being  given  to  tl^ 
renewal  of  the  United  States  Sugar  Act,  I  would  wish  to  place  on  record  on. 
thanks  for  the  enormous  benefits  derived  by  Beldze  as  a  result  of  the  quot 
granted  to  us  by  Congress  in  1972. 

It  is  not  exaggeration  to  say  that  the  granting  of  Increased  quota  htas  beez 
the  salvation  of  the  Belize  sugar  Industry,  and  in  turn,  of  immense  benefi 
to  this  country  which  depends  overwhelmingly  on  sugar  for  employment  an-- 
foreign  exchange  earnings.  The  industry  is  very  much  a  national  one  as  al 
cane  is  grown  and  supplied  by  Belizean  farmers,  and  thus  the  benefits  i^rea^ 
far  and  wide  within  the  coimtry. 

We  are  very  conscious  of  the  necessity  for  giving  absolute  priority  of  sue= 
plies  to  the  United  States  and  our  past  and  present  records  support  this 
It  is  our  firm  intention  to  continue  this  policy  should  the  United  States  Coiz 
gress  award  a  further  quota  to  Belize  in  the  future. 
Yours  sincerely,  © 

George  Price, 
Premier  of  Belize. 

APPENDIX  B 

COMPARISON  OF  RATES  WITH  OTHER  INDUSTRIES;  BASIC  WEEKLY  WAGES 

[In  Belize  dollars  per  hour] 


Description 


Citrus 

Sus 

industry 

Construction 

Government 

indust: 

$0.53 

$0.63 

$0.63 

$0.  ' 

NA 

.    18  40.00 

136.10^.61 

141.00-96.  * 

NA 

.75-1.00 

.75-1.06 

140.00-60.  < 

NA 

.97-1.00 

.97-1.06 

165.00-93.  < 

NA 

.75-1.10 

.75-1.06 

.80-1.  : 

NA 

.75-1.10 

.75-1.06 

.80-1. 

NA 

.77-.  97 

.77-.  97 

i 

NA 

.77-.  97 

.77-.  97 

4 

Labourer  (unskilled) 

Clerks  (clerical  assistants,  timekeepers,  etc). 

Technicians 

Foremen 

Mechanics 

Welders 

Tractor  drivers  (wheeled) 

Drivers 


1  Per  week. 
'  Approximate. 

*  All  tractors  and  trucks^range— $0.65-$0.81  per  hour.  In  most  cases  these  are  fallback  rates  as  agricultural  operation 
are  mainly  on  task  or  piece  rates. 
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immTiMinfKiiEMt.im 


i 

mR 

^"^^     y 

^ 

i»^ 

^JSi  y/^ 

f    ANOTHER   \ 

MttSAlB 

\  IP  KUR 

14.V 


11.7X 


IhiCo^Mny,  a  subsidiary  of  Tait  I  Lyit,  Liiitad  has  a  shara  capital  af  £4  inilair  (apprax.  US^,800,00C)« 
At  30th  S9tMb«*»  1973,  Bank  loana  aaountad  to  £2.3  11111011  (i«>pr€K.  11^,060,000)  and  tharo  ms  a  loan 
fr«  tha  partiit  Coipany  of  £3.2  allllon  (i^proK.  US|7,OM,000).     Ha  dlwldands  hawa  bMn  paid  on  iha  Shart 

Cipital. 
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The  Chairman.  Thank  you  very  much,  Mr.  Quinn. 

I  want  to  say  just  for  a  moment,  and  I  hope  that  others  who  are 
going  to  testify  m  the  future  may  observe  the  way  this  testimony 
was  presented.  While  I  called  attention  to  the  fact  that  we  woulci 
like  to  have  categorical  answers  to  the  list  of  questions  we  sub- 
mitted from  each  of  you,  each  of  these  presentations  has  been 
accompanied  with  a  map  giving  us  a  much  better  understanding 
of  what  we  are  talking  about  than  most  of  us  have  in  a  presenta- 
tion. They  have  handled  it  with  many  tables  here  which  have  en- 
abled us  to  better  understand  the  statements  in  the  presentation* 
I  commend  it  to  other  witnesses,  who  will  follow,  because  I  think 
that  these  presentations  have  been  presented  in  a  good  manner, 
except  that  I  would  like  to  have  these  questions  that  the  committee 
propounded  answered  as  the  committee  propounded  then.  That  goes 
for  all  of  you. 

Xow,  we  will  be  glad  to  hear  from  Mr.  Quinn  in  a  summary^  which 
will  be  about 

Mr.  Arthur  Quinn.  Four  minutes. 

GENERAL  OBSERVATIONS  AND  LEGISLATIVE  RECOMMENDATIONS 

Mr.  Chairman,  previous  witnesses,  specifically  the  spokesmen  for 
the  Domestic  Sugar  Industry  and  the  representative  of  the  Indus- 
trial User  Group,  have  submitted  differing  recommendations  as  to 
the  division  of  the  United  States  market  among  the  various  sup- 
plying interests.  Let  it  be  understood  that  we  take  no  exception  to 
the  premise  that  domestic  producers  should  be  allowed  to  service 
this  market  to  the  extent  of  their  capabilities.  We  feel  it  pertinent 
to  point  out,  however,  that  the  assignment  of  basic  quotas  and  tlie 
matter  of  prorating  quota  deficits  are  necessarily  interrelated  and 
interdependent.  In  recent  years,  under  existing  legislation,  foreign 
countries,  as  a  group,  have  relied  for  as  much  as  one-fifth  of  their 
total  share  in  the  U.S.  market  upon  the  reallocation  of  domestic 
deficits.  Obviously,  if  domestic  quotas  are  to  be  substantially  re- 
vised, as  recommended  by  the  domestic  industry  spokesman,  the 
present  sharing  by  Western  Hemisphere  countries  in  domestic  defi- 
cits becomes  more  essential  than  ever. 

In  addition  to  the  above,  foreign  suppliers  have  relied  for  another 
one-fifth  or  more  of  their  total  participation  in  the  U.S.  market  upon 
the  reassignment  of  quotas  withheld  from  Cuba  and,  to  a  far  less 
extent,  Rhodesia.  It  follows  that  the  elimination  or  a  significant 
revision  in  the  manner  of  reapportioning  either  of  these  sources, 
unless  otherwise  compensated,  could  also  have  most  serious  conse- 
quences on  foreign  suppliers. 

THE    NEED    FOR   A    5 -YEAR   ACT 

As  everyone  knows,  we  are  living  in  a  time  of  severe  world  short- 
ages in  raw  materials,  including  sugar  in  particular.  The  current 
deficit  conditions  have  been  brought  on  primarily  by : 

1.  An  increasing  world  population. 

2.  Rapidly  increasing  demand  for  this  basic  sweetener,  especially 
in  developing  countries  which  are  enjoying  higher  standards  of 
living. 
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3.  The  enormous  cost  of  expanding  and  constructing  new  sugar 
facilities.  A  World  Bank  study  made  in  1972  revealed  that  between 
that  year  and  1982,  just  a  decade  away,  approximately  30  million 
more  tons  of  sugar  would  be  required  to  ftilfill  world  needs.  Most 
of  the  increased  production  must  come  in  tropical  zones  and  in  the 
form  of  sugar  cane  production.  A  rule  of  thumb  in  costing  new 
sugar  production  is  $1  million  per  1,000  tons  of  sugar.  The  mind 
boggles  at  how  much  capital  investment  will  be  required  if  future 
sugar  production  is  to  keep  pace  with  consumption. 

4.  Changing  climatological  patterns  make  the  accurate  predicting 
of  crop  estimates  almost  impossible.  I  commend  to  the  members  of 
the  committee  a  most  revealing  article  in  the  current  issue  of  "For- 
tune" magazine,  entitled  "Ominous  Changes  in  the  World  Weather." 
Climatologists  now  blame  the  recurring  droughts  and  floods  on  a 
global  cooling  trend,  which  could  bring  massive  tragedies  to  man- 
kind. Experts  are  recommending  the  establishment  of  food  banks 
to  meet  climatic  emergencies.  1972  was  especially  disastrous,  as 
those  who  inhabit  the  Caribbean  and  the  middle  of  the  African 
continent  know  only  too  well. 

The  United  States  will  be  forced  to  compete  for  future  supplies 
of  raw  materials.  As  Secretary  Butz  has  pointed  out,  there  is  grow- 
ing competition  among  crops  in  the  United  States  and  one  industry 
which  could  be  seriously  affected  by  this  is  sugar.  Also,  the  U.S. 
market  is  not  as  attractive  to  foreign  suppliers  as  it  used  to  be. 
Many  areas  of  the  world  are  offering  as  good  or  better  prices  for 
raw  materials,  and  sugar  is  certainly  now  a  significant  case  in  point. 

Inducements  to  expand  existing  production  facilities  and  con- 
struct new  ones  are  needed  more  than  ever.  In  order  to  secure 
regular  supplies  of  most  commodities,  we  must  guarantee  a  stable 
market  at  remunerative  prices.  In  terms  of  international  finance  a 
bankable  assurance  is  one  that  will  provide  a  market  for  an  adequate 
term  of  years  and  shows  a  definite  profit  potential. 

For  all  of  the  above  considerations  we  strongly  recommend  that 
the  committee  vote  an  extension  to  the  Sugar  Act  of  at  least  5  years 
in  order  to  provide  as  secure  a  market  as  possible  for  both  domestic 
and  foreign  suppliers. 

PREFERRED  SOURCES  OF  SUPPLY 

In  this  period  of  strong  competition  for  raw  materials,  we  be- 
lieve the  committee  should  focus  on  the  following  three  criteria  in 
deciding  foreign  quota  allocations: 

1.  Proximity. — Nearby  friendly  suppliers  of  the  Western  Hemi- 
sphere should  be  the  most  heavily  relied  upon. 

2.  Demonstrated  performers. — Those  countries  which  have  faith- 
fully served  the  U.S.  market  in  the  past  and  absolutely  guarantee 
that  the  U.S.  market  will  be  given  first  priority  for  its  sugar  ex- 
ports, should  be  favored. 

3.  Trade  relationship. — ^The  relative  balance  between  exports  and 
imports  of  a  supplier  country  should  be  focused  upon  as  well  as 
the  number  of  export  commodities  for  which  a  country  is  able  to  earn 
foreign  exchange.  Those  coimtries  which  are  heavily  dependent  upon 
sugar  as  a  foreign  exchange  earner  should  be  given  special  consid- 
eration. 
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The  Chairman.  Thank  you  very  much,  Mr.  Quinn.  We  appreciate 
that  statement,  which  will  appear  in  the  record. 
Mr.  Arthur  Quinn.  Thank  you,  sir. 
The  Chairman.  Are  there  questions  of  Mr.  Quinn  ? 
Mr.  Wampler.  Yes,  I  have  a  question. 

I  want  to  congratulate  both  of  you  gentlemen  for  the  excellence  of 
your  presentations  this  morning.  They  have  been  very  helpful. 
Mr.  Arthur  Quinn.  Thank  you,  sir. 

Mr.  Wampler.  So  I  can  put  this  in  a  little  better  perspective,  I 
would  like  to  recapitulate  for  a  moment — as  it  pertains  to  the  West 
Indies,  and  as  I  recall  your  testimony  there  was  a  full  shipment 
of  the  quota  in  1971.  There  was  about  a  50,000  ton  deficit  in  1972,  a 
180,000  ton  deficit  in  1973  and  your  quota  in  1974  is  about  61,556 
tons.  Is  that  correct,  sir? 

Mr.  Arthur  Quinn.  That  is  correct. 

Mr.  Wampler.  And  you  have  already  supplied  100,000  tons  on 
the  basis  of  the  first  come,  first  served  offering? 

Mr.  Arthur  Quinn.  Right,  sir. 

Mr.  Wampler.  I  believe  your  statement  was  that  you  anticipated 
that  would  be  delivered  in  full  by  the  first  of  March,  is  that  correct? 

Mr.  Arthur  Quinn.  Yes  sir. 

Mr.  Wampler.  In  addition  to  the  first  come,  first  served  100,000 
tons,  how  much  of  the  61,556  tons  do  you  anticipate  shipping  this 
year? 

Mr.  Arthur  Lee  Quinn.  All  of  it. 

Mr.  Wampler.  How  much  of  that  has  been  shipped  thus  far  this 
year? 

Mr.  Arthur  Lee  Quinn.  Very  little,  I  think,  sir.  The  first  come, 
first  served  shipments  are  the  first  to  come  in. 

Mr.  Wampler.  You  say  you  anticipate  full  delivery.  How  much 
of  that  would  you  anticipate  shipping  in  the  second  quarter  of  this 
year? 

Mr.  Arthur  Lee  Quinn.  I  would  think  probablv  about  40,000  tons 
of  the  60,000  ton  quota  should  arrive  in  the  second  quarter. 

Mr.  Wampler.  About  40,000  tons,  is  that  correct? 

Mr.  Arthur  Lee  Quinn.  Yes  sir. 

Mr.  Wampler.  Now,  on  Ecuador,  I  believe  the  testimony  was  that 
you  have  met  the  full  quota  in  1971,  1972,  and  1973  and  fully  antici- 
pate meeting  your  quota  in  1974,  is  that  correct  ? 

Mr.  Arthur  Lee  Quinn.  Yes  sir,  that  is  correct. 

Mr.  Wampler.  That  was  100,186  tons,  is  that  correct? 

Mr.  Artur  Lee  Quinn.  For  this  year,  yes  sir. 

Mr.  Wampler.  How  much  of  that  has  been  shipped  this  year? 

Mr.  Arthur  Lee  Outnn.  Very  little,  I  believe.  They  started  grind- 
ins:  somewhat  later  than  in  the  Caribbean. 

Mr.  Wampler.  How  much  of  that  would  you  anticipate  being 
shipped  in  the  second  quarter  of  this  year? 

Mr.  Arthur  Lee  Quinn.  I  think  most  of  it  will  arrive  during  the 
spcond  quarter. 

^h.  Wampler.  Most  of  that  will  arrive  during  the  second  quarter? 

Mr.  Arthur  Lee  Quinn.  Yes  sir. 

Mr.  Wampler.  In  Panama,  your  quota  for  1974  is  79,287  tons,  is 
that  correct? 
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Mr,  ApTHnjK  Lee  Qxtinn*  Yes  sir,  that  is  correct.  ^^9 

Mi\  Wamplek-  How  much  of  that  has  been  shipped  this  year  I  "fl 

Mr,  AiiTHtTR  Lee  QmxN.  I  think  probably — ^I  apologize  for  uofefl 

having  these  figures  today,  I 

Mr,  WAMrLER.  I  understand.  Please  supply  them  for  the  recordJ 
Mr-  AKTirua  Lee  Qothk.  Yes  sir,  I  will  supply  them  for  the  n^c^ 

ord,  I  do  think  that  approximately  SOjOOO  tons  has  arrived  fronn 

Panama,  or  will  arrive  during  the  first  quarter.  H 

Mr,  Wamplee.  Would  you  please  supply  for  the  re<!ord  how  mucfafl 

you  anticipate  will  be  delivered  in  the  second  quarter.  ■ 

Mr*  Artittjh  Lee  Qutxx.  Yes  sir.  ^H 

Mr.  Wampler.  But  in  no  event  do  you  anticipate  a  declaration  olU 

deficit?  ■ 

Mr,  AnTHUH  Lee  Quinn.  No  sir,  we  have  been  assured  of  full  per-^ 

formance,  I  know  Panama  in  the  past  has  not  done  very  well,  bufeB 

we  have  been  aasured  by  the  Government  that  the  full  entitle mentB 

will  be  received  this  year*  ^  I 

Mr.  Wai^ipoir,  Then  your  other  clientj  Belize,  has  41,000  tons?       I 
Mr.  Arthijr  Lee  QurNw^.  Yes  sir.  ™ 

Mr.  Wampleh.  You  have  aliTady  supplied  4,600  of  those  tons  on 

the  first  come,  first  served  basis,  coiTBct?  ^ 

Mr,  Arthuk  Lee  Qui^srx.  Yes  sir,  ^^ 

Mr.  Wampler.  Of  your  1J>T4  quota,  how  much  of  thnt  has  be^i» 

delivered  this  year?  Do  you  have  those  figures  available?  V 

Mr,  Abthtjr  Lee  QtrrNN.  No,  T  do  not  have  them  available.  I  would 

think  approximately  15,000  tons  has  come  from  Belize,  in  addition^ 

to  the  4,600  tons  on  the  first  come,  first  served  basis,  ■ 

Mr.  Wamtler.  I  make  a  similar  request.  Would  you  supply  forH 

the  record  how  much  you  anticipate  for  delivery  in  the  second  quarter* ■ 
Mr.  AnTiTtm  Lee  iQmNx.  We  will  supply  for  the  record  antici-  ~ 

pated  shipments  for  all  four  of  the  countries, 

Mr\  Wampeer.  That  will  be  very  helpful.  I  appreciate  it  very 

much. 

[The  reqxiested  material  follows:] 

1974  ffwo^a  shipments 
We8t  Indies: 

Current  quota -- -*^--   170,  1S4 

Tonnage  entered  United  States.._.-_^-.-.___  107,  688 
Anticipated  arrival  quota  balance , Majority  during  2d  quar- 
ter, small  remainder 
during  early  3d  quarter. 
Ecuador: 

C^irrent  quota , ^-^- ^^ 103,  347 

Ton  n  age  en te  red  Un  ited  States ^  _  , 0 

Anticipated  siupments ^ 3d  and  4th  quarters. 

Panama: 

Current  quota - -^._.- 81.  7S9 

Tonnage  entered  United  States. 16,  209 

Anticipated  arrival  quota  balance ,  2d  quarter  and  eai-ly  3d 

quarter. 
Belize : 

Current  quota ..__._„,,-^„ 47,  697 

Tonnage  entered  United  States ^ ._^-.  9,613 

Anticipated  arrival  quota  balance ..-__ ^,  AppToximately  1 2,000  toui; 

early  arrival  2d  quarter; 
approximately  14,000 
^L  tons  late  2d  qtiarter  and 

^K^^  balance  early  3d  quater. 

^ D^itized  by  VjOOSI^ 


201 

Mr.  Arthur  Lee  Quinn.  Mr.  Wampler,  may  I  add  one  point  with 
regard  to  the  West  Indies?  We  want  to  make  it  clear  today  there 
has  been  a  definite  change  in  the  policy  of  the  four  governments. 
Or  I  should  state  it  better  this  way.  The  four  governments  have 
now  inserted  themselves  directly  into  marketing  of  sugar  in  the 
region.  In  the  past,  it  was  done  almost  entirely  by  private  producers, 
but  the  governments  have  now  decided  they  will  reorder  market 
priorities.  In  this  connection,  it  has  been  determined  that  the  Ameri- 
can quota  will  be  fully  and  completely  served.  This  was  not  the  case 
in  the  two  prior  years,  when  decisions  were  made  to  fully  honor 
the  commitments  in  the  Commonwealth  Sugar  Agreement,  at  the 
expense  of  the  U.S.  market.  We  want  to  emphasize  to  the  committee 
there  has  been  this  definite  change  of  policy  and  henceforth,  the 
American  market  will  receive  priority. 

Mr.  Wampler.  I  appreciate  your  comment.  I  also  recognize  par- 
ticularly as  it  applies  to  West  Indies  that  weather  is  something  none 
of  us  can  control.  Those  who  depend  on  the  soil  for  a  living  are 
constantly  facing  the  elements  an  I  know  this  is  something  none  of 
us  can  predict. 
Thank  you  very  much. 

The  Chairman.  Any  other  questions?  Mr.  Bergland? 
Mr.  Bergland.  Thank  you  very  much,  Mr.  Chairman. 
Mr.  Quinn,  your  last  statement  was  in  my  judgment,  very,  very 
important,  in  which  you  decide  how  those  governments  have  taken  it 
upon  themselves  to  establish  the  sugar  export  policy  to  the  United 
States.  Assuming  that  the  world  market  prices  for  sugar  remain 
above  the  levels  paid  in  the  U.S.,  why  should  these  governments 
be  interested  in  maintaining  a  share  of  this  market? 

Mr.  Arthur  Lee  Quinn.  Sir,  the  governments  of  the  West  Indies, 
and  those  responsible  for  the  marketing  of  sugar,  have  long  memor- 
ies. They  know  that  prices  can  come  down  faster  than  they  go  up. 
Over  a  period  of  years,  the  American  market  has  proven  to  be  the 
one  consistently  remunerative  outlet  for  these  countries.  They  depend 
upon  it  vitally.  It  is  the  one  market  which  affords,  in  the  terms  of 
financial  institutions,  "bankable  assurances",  because  it  is  always 
going  to  be  a  market  which  will  return  to  the  producers  in  these 
countries  a  sufficient  amount  of  money  to  exceed  their  costs  of  pro- 
duction and  give  them  the  proper  return  for  not  only  maintaining 
the  industry,  but  to  bring  about  orderly  expansion. 

It  is  a  long  term  prospect.  The  temptations  at  this  point  in  time 
are  very  great  to  sell  in  the  world  market.  But  they  are  not  foolish. 
They  know  in  the  long  term,  this  is  the  best  market  they  have. 
Mr.  Bergland.  Thank  you,  gentlemen. 
That  is  all,  Mr.  Chairman. 
The  Chairman.  Thank  you,  Mr.  Bergland. 
Mr.  Mayne. 

Mr.  Matne.  Thank  you,  Mr.  Chairman. 

Addressing  my  question  to  Mr.  Arthur  L.  Quinn,  I  was  very  happy 
to  see  the  distinguished  ambassadors  from  several  of  the  friendly 
nations  in  the  Caribbean  with  you  and  introduced  this  morning. 

You  also  introduced  Sir  Robert  Kirkwood,  and  I  Want  to  apologize 
to  Sir  Robert  for  not  being  sufficiently  informed  to  realize  who  he 
is  and  what  intercvst  he  has  in  this  matter.  I  would  like  to  ask  you 
that  question,  Mr.  Quinn. 
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Mr-  Ahthur  QmNN.  Sir  Eobert  Klrkwood  spends  alioxit  half  Ids 
time  in  London  and  lialf  in  the  Caribbean.  I  consider  him  the  aut- 
standing  authority  on  sugar  in  the  Caribbean.  He  is  the  chairman 
of  the  West  Indies  Sugar  Association.  He  has  participated  in  all 
tlie  international  conferences  that  have  been  held  in  Geneva  for 
years,  ai*  long  as  I  can  remember,  going  back  even  beyond  I960.  He 
IS  recognized  as  an  outstanding  international  authority  on  sugar, 
L*specially  the  sugar  industry  in  the  West  Indies. 

Mi\  Matne.  Is  it  the  West  Indies  that  is  his  principal  interest  in 
tliis  presentation  today? 

My.  Arthue  Quinn.  That  is  correct,  sir. 

Mr,  Mayxe.  He  is  an  employee  of  tlie  West  Indies  Sugar  industry? 

jVIr,  Akthuk  Q,tjinx,  He  heads  up  the  West  Indies  Sugar  Produc- 
ers Association. 

Mr.  SIayxe.  But  he  would  liave  no  connection  with  British  Hon* 
duriis? 

]Mr.  Ahthttr  QtjrNX.  No  sir. 

Mr*  Matxe*  Thank  you. 

Now,  with  regard  to  former  British  Honduras,  now  Belize,  and 
I  believe  it  was  IMr,  Ai'thur  Lee  Quinn  who  testified  concerning  it, 
I  take  it  from  your  testimony  that  Belize  is  still  a  British  colony? 

Mr.  Arihuk  Quinn.  Yes  sir,  that  is  connect. 

3fn  Matnk.  I  recall  in  your  testimony  of  three  years  ago  that 
you  indicated  that  it  was  rapidly  about  to  become  independent.  But 
it  still  remains  a  colony  of  Great  Britain? 

Mr,  Arthur  Lee  Quinn.  Unfortunately,  this  is  true.  The  outstand- 
ingj  border  dispute  with  Guatemala  can^t  be  resolved  and  Great 
Britain  is  reluctant  to  sever  the  bond  until  there  is  a  resolution  of 
that  disagreement. 

Jf  r.  IMatne.  I  would  like  to  ask  if  there  has  been  any  change  in 
the  ownership  of  the  factories  which  are  the  only  prodticei^  of  sugar 
in  Belize,  Are  they  still  owne^i  100  percent  by  British  interests? 

Mr.  AirrHTm  Lule  Quinn.  Tlie  factories  themselyes  are  owned  by 
Belize  suirar  industries,  a  subsidiary  of  Tate  and  Lyle  of  Great 
Britain.  However,  in  the  interim  between  1971  and  1973,  all  lands 
owned  by  Tate  and  Lyle  have  been  sold  to  independent  national 
farmers/ In  other  words,  all  sugar  cane  grown  in  Belize  today  is 
grown  by  nationals* 

Mr.  IIatne.  Yes,  Mr.  Quinn,  but  my  question  was  directed  to  the 
fart  ones.  Are  they  still  owned  100  percent  by  British  stockholders? 

Mr,  Ahtitur  Lee  Quinn.  Yes,  sir,  they  are,  and  negotiations  are 
uuderway  at  the  present  time  for  eovcrnniBnt  participation* 

^Tr.  Matne.  How  soon  do  you  think  those  will  culminate  in  some 
action? 

Mr.  Ahthur  Lee  Quinn.  Belis^e  is  a  very  poor  nation.  They  find 
it  very  difficult  to  borrow  money*  They  are  attempting,  they  are  in- 
vest igatincf  the  possibility  of  doinH  this  thronsrh  the  Caribbean  De- 
velopment Bank,  But  frankl%\  it  hns  not  gone  %^ery  f ar  bccjiuse  they, 
as  a  government,  have  very  little  debt  servicing  capacity.  The  invi- 
tation if;  there. 

IMr,  Matne.  And  the  population  is,  I  believe  you  testified,  ap- 
proximately 1^0.000? 
Mr.  Arttiub  Lee  Qutnn.  Yes  sir,  that  is  right. 
Mr.  Matne.  In  the  entire  countij  ? 
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Mr.  Arthur  Lee  Quinn.  Yes,  sir. 

Mr.  Matne.  Mr.  Quinn,  in  your  testimony  in  1971,  and  I  rather 
think  it  was  your  father's  testimony — I  could  be  mistaken  on  that — 
you  gave  us  some  very  detailed  information  about  the  total  sugar 
production  of  British  Honduras  and  how  it  was  disposed  of.  I  do 
not  find  any  such  testimony  this  year  except  as  to  the  portion  that 
the  United  States  received.  For  example,  in  1971  you  testified  that  in 
1970,  the  total  sugar  production  was  77,183  short  tons.  Then  you  gave 
the  amount  of  tonnage  that  went  to  the  U.S.,  to  the  United  Kingdom, 
to  Canada,  and  that  was  consumed  locally,  with  the  price  paid  for 
each  and  the  total.  Now,  it  sems  to  me  that  information  was  very 
significant  and  I  am  disappointed  that  it  is  absent  from  your  testi- 
mony this  morning. 

Mr.  Arthur  Lee  Quinn.  Mr.  Mayne,  we  attempted  to  summarize 
our  more  detailed  statement.  In  the  detailed  statement,  we  have 
included  a  great  deal  of  information  of  a  similar  nature — ^graphs, 
charts,  et  cetera.  We  did  not  think  we  had  the  time  to  go  into  that 
in  detail  during  our  ten  minute  summary. 

Mr.  Mayne.  Well,  I  have  read  every 

The  Chairman.  Your  time  has  expired. 

Mr.  Mayne.  Mr.  Chairman,  iij  view  of  the  considerable  latitude 
given  the  wtinesses  on  time,  I  will  be  glad,  to  stop  now,  but  I  hope 
when  we  have  gone  around,  I  can  pursue  this  a  little  later. 

The  Chairman.  Go  ahead. 

;Mr.  Arthur  Lee  Quinn.  Mr.  Mayne,  if  you  would  like  to  have 
further  information  of  any  kind,  we  will  be  happy  to  furnish  it  to 
you. 

Mr.  Mayne.  If  your  more  detailed  statement  is  what  you  have 
submitted  in  writing,  I  have  read  that  and  I  cannot  find  comparable 
information  to  this  which  appeared  in  your  previous  statement.  I 
would  like  these  figures  for  both  1972  and  1973.  The  amoimt  that 
was  exported  to  the  United  Kingdom  and  the  price  at  which  it  was 
exported;  also  to  Canada  and  the  price  at  which  it  was  exported, 
similar  to  your  testimony  previously. 

Mr.  Arthur  Lee  Quinn.  I  do  not  think  we  have  given  the  prices, 
but  we  have  indicated  what  exports  have  been  sent  to  other  countries. 
The  Commonwealth  Sugar  Agreement  quota  is  23,000  short  tons 
equivalent.  That  is  the  full  amount  that  was  sent  to  Great  Britain 
in  these  years.  The  Canadian  sugar  was  shipped  as  a  w.orld  market 
or  International  Sugar  Agreement  commitment.  I  did  not  give  the 
price,  but  I  will  do  that. 

Mr.  Mayne.  Thank  you. 

[The  requested  information  follows :] 

Belize  sugar  prices 

F.O.B.  price  realised 

year  p^r  short  ton 

United  Kingdom :  raw  value 

1971    $99.60 

1972    124.24 

1973 124.32 

Canada : 

1971    - 102.74 

1972    151.56 

1973    124.32 
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The  Chairman.  Thank  yoii* 

Mr,  Foley, 

Mr.  FoLET.  Mr.  Chairman,  I  would  like  to  join  in  thanking  coun* 
,  sel  for  their  very  useful  testimony. 

Arthur  L,  Quinn  said  in  his  closing  remarks  a  few  words  about 
tlm  problem  of  tlie  20%  Cuban  sugiii'  cjuota,  which  is  temporarily 
£iUo('iitp<l  mostly  to  the  Western  Hemisphere  at  the  present  time.  Do 
you  ha\  e  tiny  suggestions  for  the  eomn litter  on  wliat  we  sliould  do  with 
this  <[UQta, 

Mr.  Ahthur  QmiTN.  Right.  Congressman  Foley,  I  do  have  some 
thoughts  on  that.  The  reserve  that  is  being  held  for  Cuba  is  approsLi- 
mately  one  million  tons  of  sugar.  That  has  been  held  in  rt^serve  no^^ 
for  li  years,  I  see  no  signs  coming  out  of  Cuba  that  they  are  very 
anxious  to  do  business  with  us.  As  a  matter  of  fact,  the  Deputy 
Assistant  Secretary  of  State,  Mr,  Katz,  testified  that  the  policy  of 
the  Administration  toward  Cuba  has  not  changed. 

What  troubles  me  about  anybody  discussing  the  Cuban  situation  j 
is,  as  has  been  pointed  out  publically,  they  confiscated  $2  billion 
worth  of  American  property*  They  are  in  hock  to  the  Russian  Gov* 
ernment  to  the  extent  of  $5  billion.  In  othei"  words,  there  is  no  anxiety  j 
on  the  part  of  Cuba  to  I'esume  relations. 

On  the  contrary,  I  read  in  the  New  York  Times  just  a  week  ago 
that  in  a  publication  appearing  in  Mexico  City  right  now,  Castro-J 
is  quoted  that  he  is  in  no  hurry,  even  if  it  takes  12  or  20  yeai's,  ten* 
resume  relations  with  the  U.S, 

So  I  think  if  we  resumed  relations  with  Cuba  toinori'ow  we  would  ^ 
be  disappointed  in  getting  any  sugar  from  Cuba,  because  they  would  ■ 
opt  for  the  world  market.  And  they  are  so  obligated  to  Russia  in 
the  settlement  of  tJmv  international  claims  that  I  do  not  see  how 
they  can  possibly  serve  the  U.S.  market  with  any  appreciable  amount  ^ 
of  sugar,  at  least  for  the  nest  5  yeai's. 

Mr.  Foi^T,  Thank  yon. 

The  CHAnoiA^sr.  Mr.  Zwach. 

Mr.  ZwAciT*  Thank  yon,  Mr,  Chairman* 

First  of  aU,  a  hearty  welcome  to  our  visitors  from  the  South,  We  | 
appreemte  your  being  here. 

Now,  just  one  question.  Half  of  our  sngar  supply  in  our  country  I 
roughly  comes  from  our  offshore  friends,  other  comitries.  The  con- 
sumer testimony  this  morning  was  the  present  Sugar  Act  is  obso- 
lete, that  it  makes  for  instability  and  does  not  improve  the  chancer  j 
to  get  sugar.  T  would  like  to  know  how  the  governments  of  your^ 
countries  feel  aI>out  the  Sngar  Act,  Does  it  {drives  them  encourage-' 
ments  to  invest  in  production?  Does  it  give  them  stnbility?  Does  it 
give  them  a  sort  of  insurance  policy,  so  to  speak,  for  their  invest* 
meuts?  Do  all  of  your  countries  agree  that  the  Sugar  Act  is  good 
and  good  for  America  ?  M 

Mr.  Aetiitjr  Qutkn,  Absokitely,  Congressman.  First,  let  me  ex-^ 
plain  that  about  45  percent  of  the  sugar  that  is  consumed  in  the 
tJnited  States  comes  from  offshore  areas.  This  sugar  goes  to  what 
is  Imown  as  the  Northeast  Corridor,  which  is  north  of  Cape  Hatteras 
and  east,  of  Ohio.  There  is  not  a  sn^ar  beet  or  a  stalk  of  cana  grown 
in  tliat  area.  Yet  there  is  a  fourth  of  the  population  of  the  LT,S- 
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residing  in  that  corridor.  Practically  all  of  the  sugar  that  comes  in 
from  offshore  areas — 45  percent — ^goes  into  that  corridor.  I  want  to 
emphasize  the  importance  of  the  offshore  sugar  to  a  small  area  of 
the  United  States. 

Mr.  ZwACH.  The  Eastern  United  States? 
Mr.  Arthur  Quinn.  But  highly  populated. 

What  we  are  talking  about,  really,  in  effect,  is  that  prior  to  1960, 
Cuba  had  a  quota  position  in  the  United  States  of  three  and  one- 
quarter  million  tons— just  one  country  in  this  Hemisphere.  Now 
there  are  23  countries  in  this  Hemisphere  that  are  participating  in 
the  United  States  market  and  there  are  12  coimtries  in  the  Pacific 
and  Southeast  Asia.  So  I  am  sure  that  as  far  as  the  Western  Hemi- 
sphere and  the  Caribbean  countries  are  concerned,  the  United  States 
sugar  program  is  very  important  to  them. 

Mr.  ZwACH.  Important  for  a  continuous  and  constant  supply  as 
an  investment  in  modernization  and  meeting  the  supply  ? 
Mr.  Arthur  Quinn.  Absolutely. 
Mr.  ZwACH.  Thank  you. 
That  is  all,  Mr.  Chairman. 
The  Chairman.  Mr.  Counsel  ? 
Mr.  O'Neal.  Thank  you,  Mr.  Chairman. 

Mr.  Quinn,  there  seems  to  be  some  discrepancy  regarding  your 
fio:ures  on  the  West  Indies  and  the  figures  we  have  been  furnished 
by  the  Department  relating  to  the  final  adjusted  quota  for  1974.  I 
notice  in  your  statement  you  indicate  that  the  1974  quota  is  61,000 
tons.  We  show  a  figure  from  the  Department  of  80,000  tons.  Could 
jou  explain  that  discrepancy? 

I  should  add  that  the  1974  final  adjusted  quota  we  have  is  based 
on  a  consumption  estimate  of  12  and  a  half  million — ^the  80,000 
fi^re. 

Mr.  Arthur  Lee  Quinn.  The  quota  is  at  the  level  of  61,000  tons 
based  on  a  consumption  estimate  level  of  12  million.  The  80,000  fig- 
ure you  have  is  perhaps  the  first-come,  first-served  figure  as  of  last 
'week,  which  has  now  been  raised  to  about  100,000  tons.  The  quota 
fipire,  as  of  the  last  announcement;  is  61,000  tons. 

Mr.  O'Neal.  I  have  one  other  question.  In  the  committee  announce- 
ment, question  4  concerned  the  willingness  of  the  forei^  suppliers  to 
set  aside  reserves  for  the  U.S.  market.  Are  any  or  all  of  your  countries 
billing  to  set  aside  reserves  for  our  market? 

Mr.  Arthur  Lee  Quinn.  They  are.  It  varies  from  country  to 
country  as  to  their  capability  to  do  this.  If  the  West  Indies  had, 
jn  1974,  its  full  quota  entitlement,  according  to  the  percentage  listed 
in  the  act,  thoy  would  be  able  to  supply  about,  at  this  point  in  time, 
i^40.000  tons  to  the  U.S.  market.  As  I  have  said,  their  ouota  has  been 
reduced  as  a  result  of  the  deficit  action  last  year.  They  have  re- 
<)nosted  a  quota  for  1975,  or  a  position  which  would  ffive  them  a 
<inota,  of  approximated  250,000  to  300,000  tons.  So  there  is  no  nue>s- 
tion  that  the  West  Indies  has  reserves  which  could  be  made  available 
to  this  market.  The  same  is  true  of  Belize. 
i  Ecuador  is  verv  rapidly  attempting  to  get  its  production  ud  to  the 
^  level  where  it  will  have  ample  reserves.  Now,  it  can  do  its  full  quota, 
but  they  probably  do  not  have  much  more  than  that. 
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Panama,  as  I  have  said,  has  troubles.  But  I  think  the  evidence  of 
their  sincerity  in  trying  to  fully  serve  this  market  and  have  ample 
reserves  for  the  United  States  is  evidenced  by  the  fact  that  they  have 
been  investing  a  great  deal  of  money  in  new  sugar  installations.  They 
intend  to  have  three  new  factories  onstream  by  1977. 

Mr.  O'Neal.  Thank  you. 

The  Chairman.  Mr.  Findley. 

Mr.  Findley.  Mr.  Chairman. 

Mr.  Quinn,  either  of  you,  am  I  correct  that  the  corridor  price  ob- 
jective in  New  York  is  about  11.5  cents  a  pound  now? 

Mr.  Arthur  Lee  Quinn.  I  think  it  is  higher  than  that. 

Mr.  FiNDELY.  What  is  it? 

Mr.  Arthur  Lee  Quinn.  I  do  not  know  what  the  price  objective  is. 
The  New  York  spot  price  is  about  21  cents  a  pound. 

Mr.  Findley.  Yes,  but  under  the  act,  a  formula  is  established  and 
the  Secretary  is  commanded  to  operate  the  import  program  as  well 
as  the  domestic  production  in  order  to  reach  that  level.  Am  I  correct 
that  that  is  about  11.5  cents  ? 

Mr.  Arthur  Lee  Quinn.  I  think  you  are  probably  about  right.  I 
really  do  not  know. 

Mr.  Findley.  So  there  is  no  sugar  being  sold  in  the  United  States 
today  anywhere  near  the  price  objective  of  the  act? 

Mr.  Arthur  Lee  Quinn.  No  sir. 

Mr.  Findley.  Thank  you,  Mr.  Chairman. 

Mr.  Arthur  Quinn.  Could  I  amplify  that? 

The  Chairman.  Yes,  you  may. 

Mr.  Arthur  Quinn.  I  know  you  have  always  been  interested. 
Congressman  Findley,  in  the  price  the  American  consumer  has  to 
pay  for  his  su^ar  as  against  what  is  paid  by  the  Canadians.  They 
have  no  controlled  program  in  Canada.  The  figures  as  of  the  close 
of  business  yesterday  in  Cauda  show  they  would  have  to  pay  $34  a 
hundredweight  for  refined  sugar.  The  figure  in  New  York  was  $21.40. 
In  other  words,  the  Canadians  are  payinjij  $12.60  more  a  100  pounds 
for  their  sugar  than  we  are  in  the  United  States.  They  have  no  con- 
trolled pro^grram,  we  have  a  controlled  program. 

I  was  quite  surprised  at  the  testimony  of  the  previous  witness, 
because  the  sugar  program  was  begun  in  1934,  when  Cuban  sugar 
was  bemg  sold  at  one-ha1f  cent  a  poimd.  Now  it  is  coing  through 
the  ceiling  and  I  cannot  for  the  life  of  me  see  why,  if  we  needed  a 
pros:ram  when  sugar  was  selling  in  Cuba  at  a  half  a  cent  a  pound 
back  in  1934.  when  now  the  price  is  going;  through  the  ceiling,  God 
knows  I  think  we  need  some  sort  of  a  program. 

Mr.  Chairman.  Thank  you,  Mr.  Quinn.^ 

Mr.  Mayne  wanted  to  ask  another  question. 

Mr.  Matne.  Thank  you,  Mr.  Chairman. 

Mr.  Arthur  Lee  Quinn,  as  I  recall,  the  quota  before  we  passed  the 
last  Sugar  Act  in  1971  for  Belize  was  6,850  tons.  We  added  18,000 
tons  to  that  in  the  1971  act,  which  is  about  quadrupling  it.  You  have 
testified  the  shipments  to  the  TTnited  States  in  1973  were  48,144  tons. 
I  believe  that  is  more  than  triple  the  amount  in  your  testimony  of3 
years  ago  when  you  testified  that  in  1970,  shipments  were  15,000 
tons.  Now,  you  are  asking  this  committee  to  give  you  another  whop- 


Digitized  by  VjOOQIC 


207 

ping  50-percent  increase  for  Belize  and  I  am  sure  you  must  under- 
stand what  problems  this  creates  for  us  with  other  Latin  American 
countries.  We  raised  it  by  some  18,000  tons  the  last  time,  when  we 
only  gave  a  big  country  like  Venezuela,  a  coimtry  of  12  million 
people,  an  increase  of  only  7,000  tons;  to  Colombia,  another  much 
larger  country,  only  11,000  tons.  And  we  cut  almost  all  of  our  other 
Caribbean  friends,  some  of  them  rather  drastically.  For  example,  we 
cut  Mexico  as  much  as  48  million  tons.  Now,  I  do  not  see  any  way 
out  of  this  other  than  to  say  that  there  has  been  gross  preferential 
treatment  for  Belize  and  that  you  are  asking  us  to  do  that  again.  If 
there  is  an  explanation  for  it,  I  would  like  to  hear  it. 

Mr.  Akthur  Lee  Quinn.  An  application  for  the  gross  preferential 
treatment? 

Mr.  Matne.  Yes;  quadrupled  this  one  British  company  3  years 
ago  and  now  are  asking  for  another  50-percent  increase,  where  we 
are  having  to  cut  our  other  friends  in  Latin  America.  It  doesn't  seem 
fair  to  them  to  me  to  do  this,  particularly  a  country  like  Venezuela, 
which  is  absolutely  friendly  to  us. 

Mr.  Arthur  Lee  Quinn.  To  deal  with  Venezuela  first,  Venezuela 
has  announced  that  it  will  not  ship  sugar  to  this  market  this  year 
or  next,  but  resume  shipments  in  1976.  Now,  as  far  as  Belize  is  con- 
cerned, this  is  an  extremely  poor  country.  It  is  right  below  the 
United  States.  In  1971,  the  only  industry  that  was  of  any  importance 
in  the  country  was  the  sugar  industry.  It  simply  was  not  turning  a 
profit  because  there  were  insufficient  remunerative  outlets.  The  British 
company,  which  bought  the  existing  mill  and  then  put  approximate- 
ly $20  million  into  construction  of  a  new  one,  was  losing  money.  Un- 
less they  had  foimd  a  substantially  increased  market  in  the  United 
States,  they  would  have  had  to  pack  up,  and  the  economic  impact 
upon  that  country  would  have  been  disastrous.  We  said  in  our  state- 
ment that  the  example  of  Belize  and  what  the  Congress  did  in  1971 
'was  an  outstanding  illustration  of  the  benefits  of  the  sugar  program. 
It  has  made  properous  people  out  of  thousands  of  farmers.  It  is  an 
ideal  situation  where  capital  is  infused  by  a  foreign  company,  which 
sets  up  the  industrial  operations,  but  the  cane  is  grown  by  nationals. 
This  is  a  perfect  way  of  conducting  a  sugar  industry,  but  it  is 
only  going  to  work  if  there  are  outlets  for  sufficient  amounts  at  re- 
munerative prices  to  turn  profits. 

We  are  not  asking  for  a  50-percent  increase;  we  are  asking  for 
a  quota  which  would  entitle  Belize  to  have  total  shipments  of  ap- 
proximately 60,000  tons  in  1975.  We  would  include  within  that  figure, 
probably,  some  first  come,  first-served  sugar. 
Mr.  Mayne.  Well.  .68  means  41,796  tons,  does  it  not? 
Mr.  Arthur  Lee  Quinn.  No  sir — ^yes,  at  a  12  million  consumption 
level. 

Mr.  Mayne.  And  60,000  is  approximately  50  percent  more  than 
41,000. 

Mr.  Arthur  Lee  Quinn.  We  would  expect  that  the  current  U.S. 
quotas  would  be  raised  and  that  Belize  will  ship  to  the  United  States 
this  year  probably  in  excess  of  55,000  tons.  I  am  talking  about  full 
shipments,  the  whole  thing.  What  they  are  interested  in  is  an  out- 
let, a  percentage  of  participation  for  approximately  60,000  tons. 
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Mr,  Maynk*  Thank  you. 
The  Chairmax,  Thank  you,  ilr.  Mayne. 

Again  let  us  express  our  appreciation  to  our  witnesses  this  morn- 
who  havG  presented  excellent  statements.  Wc  may  not  agree  with 
your  requests,  but  we  think  you  have  made  a  good  case  on  what 
'  Ton  had  to  offer, 

Mr,  Aktiiuk  Lee  Quii^jf.  Mr,  Chairman — my  son  says  keep  quiet, 
Tlie  CHArRMAx.  Never  argue  when  the  court  is  with  you. 
ISIr.  Aethttr  Lbe  QurNN.  I  cannot  let  the  record  close.  I  am  read- 
ing from  a  bulletin  we  get  weekly  from  a  London  company  called 
C,  Cs^arnikow,  Ltd.  This  is  one  I  got  last  Saturday.  I  think  it  is 
very  interesting. 

A  private  tender  in  Algeria  tmlay  resulted  in  the  piircha.*?e  of  one  cargo  of 
Ai^pntiniaii  whites  of  $63R50  per  metric  ton*  Lebanon  has  to  date  purchased 
ti,0(X>  tons  of  raws  for  February-MaTcJi  Nibipnient  at  $585  r  10^000  tons  of 
Taiwan  raws  for  IMarch-April  abipmcnt  at  $606;  and  4,000  of  white  sugai 
for  ebipment  during  JTebniarj  at  $615, 

Tliese  pric«.s,  Mr.  Chairman,  were  unthoiight  of  a  year  ago,  let 
alone  3  years  ago.  But  this  is  what  is  going  on  in  the  rest  of  the 
world  and  I  think  the  record  should  show  that  on  a  comparative 
basis,  the  stigar  program  of  the  X^nited  States  is  doing  a  marveloni 
job. 

Thank  you,  sir. 

The  CiiAiHsiAisr.  You  do  not  need  to  argue  with  us.  Mr.  Findley 
has  gone. 

The  CoTumittee  is  released  until  tomorrow  morning  at  10  o'clock. 

(Whereupon,  at  12:05  p.m.,  the  committee  was  recessed,  to  re- 
convene Wednesday,  February  27,  1974^  at  10  o'clock  a.m.) 
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SUGAR  ACT  EXTENSION,  1974 


THXntSDAY,  FEBBUABY  28,  1974 

House  of  Kepresentatives, 
Committee  on  Agricitlture, 

Washington^  D.C. 

The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  1301, 
Lon^orth  House  Office  Building,  Hon.  W.  K.  Poage  (chairman) 
presiding. 

Present:  Representatives  Poage,  Stubblefield,  de  la  Garza,  Vigorito, 
Jones  of  North  Carolina,  Rarick,  Bergland,  Denholm,  Matzunaga, 
Rose,  Litton,  Wampler,  Gk)odling,  Mathias,  Mayne,  Zwach,  Price, 
Sebelius,  Findley,,  Sjmoms,  and  Young. 

Also  i)resent:  John  O'Neal,  general  counsel;  Hyde  Murray  and 
John  Rainbolt,  associate  counsels;  L.  T.  Easley,  press  assistant;  Steve 
Allen,  staff  consultant;  and  Betty  Prezioso,  staff  assistant. 

The  Chairman.  The  meeting  will  come  to  order.  We  are  going  to 
consider  further  the  sugar  bill.  I  am  going  to  ask  Mr.  Wampler  to 
take  over  for  about  an  hour  here. 

Mr.  Wampler.  Thank  you,  Mr.  Chairman. 

The  first  witness  this  morning  is  Mr.  John  A.  O'Donnell,  repre- 
senting the  Philippine  Sugar  Institute.  I  believe  he  is  accompanied 
by  Mr.  Lawrence  Myers,  former  Director  of  the  Sugar  Division  of 
the  U.S.  Department  of  Agriculture,  who  is  now  an  economic  con- 
sultant. 

We  will  be  happy  to  hear  your  testimony,  gentlemen. 

STATEMENT  OF  JOHN  O'DONNELL,  REPRESENTING  THE  PHILIP- 
PINE SUGAR  INSTITUTE;  ACCOMPANIED  BY  LAWRENCE  MYERS, 
ECONOMIC  CONSULTANT  TO  THE  INSTITUTE;  FORMER  DIREC- 
TOR,  SUGAR  DIVISION,  U.S.  DEPARTMENT  OP  AGRICULTURE 

PHILIPPINE  SUGAR  IMPORT  QUOTA  REQUEST 

Mr.  O'Donnell.  Mr.  Chairman  and  members  of  the  House  Com- 
mittee on  Agriculture,  for  the  record,  my  name  is  John  A.  O'Donnell. 
I  am  the  Washington  representative  of  the  Philippine  Sugar  Insti- 
tute. In  accordance  with  the  provisions  of  the  Foreign  Agents  Regis- 
tration Act  of  1938,  as  amended,  I  am  registered  with  me  Security 
Division  of  the  U.S.  Department  of  Justice.  This  statement  was 
prepared  with  the  help  of  Mr.  Lawrence  Myers,  who  works  with  me 
and  is  employed  as  an  economic  consultant  by  the  Philippine  Sugar 
Institute.  Mr.  Myers  is  registered  as  my  associate  under  the  Foreign 
Agents  Registration  Act. 

(209) 
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Ths  testimony  follows  the  question  addressed  to  witnesses  in  the 
committee's  announcement  of  February  4,  1974. 

(1)    REASONS   FOR  DESIRIXG   TO   CONTINUE  PARTICIPATION   IN  THE  TJ.S. 

SUGx\R  PROGPtAM 

Tlie  Philippines  sugar  industry  had  its  major  development  while 
tlie  Philippines  were  a  part  of  the  United  States.  With  respect  to 
ex}>orts,  the  Philippine  sugar  industry  is  basically  oriented  to  the 
Ignited  States  a  situation  which  evolved  from  the  special  nature  of 
Philippine-American  trade  relations  when  the  islands  were  an  insu- 
lar possession  of  this  country.  Only  rarely  has  the  industry  ever  sold 
to  any  other  export  market. 

"Wliile  the  Philippines  were  a  part  of  the  United  States,  the  Philip- 
pine industry  enjoyed  the  same  protection  and  benefits  and  were  sub- 
ject to  the  same  restrictions  that  applied  to  all  other  domestic  areas. 
After  the  Philippines  became  a  Commonwealth  in  1936..  the  payment 
and  control  programs  were  discontinued  and,  with  the  ending  of 
the  Laurel-Langley  Agreement  on  July  3  of  this  year,  the  mutual 
tariff  preferences  between  the  two  countries  will  terminate.  There- 
fore, benefits  of  the  U.S.  import  quota  will  be  the  sole  remaining 
form  of  protection  that  the  Philippine  sugar  industry  will  receive 
from  selling  in  the  United  States. 

I  want  to  point  out  that  the  Laurel-Langley  Agreement  did  not 
fix  the  size  of  the  Philippine  sugar  quota.  That  was  left  up  to  Con- 

gl'OSS. 

(2)  PERFORMANCE  RECORD  FOR  THE  PAST  2  TEARS  [1972-73]  UNDER 
EXISTING  U.S.  SUGAR  ACT,  INCLUDING  A  STATEMENT  OF  THE  EXTENT, 
IF  ANT,  OF  PARTICIPATION  IN  ALL  USDA  QUOTA  ACTIONS  AND  A  REAF- 
FIRMATION [for  the  record]  of  the  countrt's  commitment  to 

FULFILL   their   CURRENT  FINAL  ADJUSTED  QUOTA  FOR   19  74   IN  THE 

U.S.  MARKET 

In  1971  when  the  Sugar  Act  was  last  before  you,  the  Philippine 
industry  was  just  emerging  from  a  most  unusual  and  protracted  pe- 
riod of  bad  weather.  Therefore,  you  had  to  take  our  performance 
prospects  partly  on  faith.  I  am  now  able  to  give  you  the  performance 
facts.  In  1971,  the  Philippine  sugar  indu^ry  supplied  the  United 
States  sugar  market  with  nearly  1,600,000  tons — ^to  be  exact,  1,592,462 
tons.  This  amounted  to  466,442  tons  in  excess  of  their  basic  quota.  In 
1972,  the  Philippines  delivered  more  than  1,430,000  tons.  That  was 
o00,000  tons  above  their  basic  quota.  In  1973j,  they  supplied  approxi- 
mately 1,455,000  tons  or  nearly  330,000  tons  above  their  basic  quota. 

I  want  to  go  into  the  1973  situation  in  some  detail. 

In  compliance  with  the  request  of  the  U.S.  Department  of  Agricul- 
ture to  speed  up  shipments,  the  Philippines  supplied  220,000  tons  in 
the  first  quarter. 

In  July,  the  Philippine  sugar  industrjr  booked  shipments  of  nearly 
47,000  tons  in  excess  of  their  then  existing  quota,  to  fill  anticipated 
deficits  from  other  areas.  However,  no  reallocations  were  made  untU 
August  23,  when  18,807  short  tons  were  reallocated  from  Puerto 
Rico  and  Venezuela.  A  further  13,000  ton  reallocation  was  made  on 
September  19. 
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Starting  in  August,  therefore,  70,000  tons  were  exported  to  the 
Tvorld  market. 

On  September  28,  the  Department  of  Agriculture  increased  the 
domestic  requirements  by  100,000  tons  to  11,600,000  tons  and  de- 
clared additional  deficits  of  47,667  tons  for  the  domestic  beet  area 
and  106  tons  for  Paraguay.  Under  usual  procedure,  over  14,000  tons 
of  those  deficits  would  have  been  reallocated  to  the  Philippines.  That 
would  have  taken  care  of  approximately  the  entire  overshipment. 

However,  the  Department's  action  of  September  28  provided  that 
the  additional  quota  and  deficits  would  not  be  reallocated  to  foreign 
countries  in  accordance  with  the  formulas  contained  in  the  Sugar 
Act,  but  would  be  allocated  on  a  first-come,  first-sen-ed  basis,  with 
two  provisions;  (1)  that  the  supplying  country  had  filled  or  would  fill 
its  1973  quota  before  the  importation  date  of  such  additional  sugar, 
and  (2)  that  the  quantity  allocated  to  any  foreign  supplier  would  be 
the  smaller  of  the  quantity  applied  for  or  the  share  of  the  require- 
ment increase  such  country  would  have  received  had  such  proration 
been  made  in  the  customary  manner. 

On  November  2,  the  Department  further  increased  requirements  to 
11.700,000  tons  and  declared  additional  deficits  which  it  again  pro- 
rated on  a  first-come,  first-served  basis,  subject  to  the  restrictions  an- 
nounced in  September.  That  formula  provided  a  maximum  realloca- 
tion of  22,611  tons  to  the  Philippines. 

On  November  6,  the  Philippine  Sugar  Quota  Administrator, 
through  my  office,  made  application  to  supply  68,400  long  tons  on 
four  ships  which  were  scheduled  to  arrive  December  21  and  December 
25.  However,  the  Department  held  firm  to  the  limitation  provided  in 
their  September  28  announcement,  so  I  replied  to  the  Quota  Adminis- 
trator that  no  more  than  22,611  short  tons,  raw  value,  would  be  re- 
allocated to  the  Philippines. 

On  November  14,  the  Department  announced  that  no  further  in- 
creases in  1973  would  be  made  for  the  time  being  and  that  the  sup- 
})lies  on  hand  plus  those  scheduled  for  arrival  by  the  end  of  the  year 
appeared  to  be  adequate. 

On  November  27,  the  Department  increased  domestic  requirements 
to  11,800,000  tons  and  made  82,667  tons  available  to  foreign  produc- 
ing countries  other  than  Cuba  or  southern  Rhodesia,  on  a  first-come, 
first-ser\'ed  basis.  By  that  time,  it  was  too  late  to  increase  the  Philip- 
pine shipments  for  arrival  in  the  United  States  before  the  end  of  the 
calendar  year. 

I  have  gone  into  this  detail  on  Philippine  performance  in  1973  for 
one  purpose  and  one  purpose  only;  that  is,  to  emphasize  that  the 
Philippine  sugar  industry  was  ready,  willing  and  able  to  supply  the 
r.S.  market  with  all  the  sugar  provided  for  by  the  legislative  for- 
mula in  the  Sugar  Act,  and  more  too.  Our  industry  tried  hard  to  sell 
more  sugar  than  it  was  permitted  to  sell  to  the  United  States. 

In  1974,  the  Philippine  sugar  industry  intends  to  supply  the  U.S. 
market  with  all  the  sugar  provided  for  under  the  legislative  formula 
of  the  Sugar  Act.  .  i      j.       xi,  x 

Several  weeks  ago  trade  reports  called  attention  to  the  fact  that 
drought  retarded  the  crop  last  spring  and  that  shipments  were  sus- 
]>ended  for  awhile  in  August  because  of  a  temporary  shortage  of 
refined  sugar.  Latest  trade  reports  indicate  that  the  1973-74  crop  is 
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as  large  as  last  year's  and  that  there  will  be  a  surplus  to  export  to 
the  world  market  after  filling  local  requirements  and  the  prospective 
U.S.  quotas. 

In  1971,  if  I  recall  correctly,  Congress  established  basic  import 
quotas  for  foreign  coimtries  on  the  record  of  their  performance  dur- 
ing the  previous  3-year  period.  The  Philippine  performance  for  the 
past  3  years  has  been : 

Tiyns 

1971  1,  592,  000 

1972 1, 432,  000 

1973  1,  455,  000 

Average  1, 493,  OOO 

Although  the  3-year  average  imports  amounted  to  1,493,000  tons,  the 
relative  imports  are  more  important. 

As  a  percentage  of  total  U.S.  supplies  [total  U.S.  quota  charges], 
imports  from  the  Philippines  were  as  follows : 

Percent 

1971 14. 09 

1972 12. 12 

1973 12. 42 

Average    12.  ^ 

For  the  3-year  period,  average  imports  from  the  Philippines 
amounted  to  12.88  percent  of  total  supplies.  As  a  requirement  level  of 
12  million  tons,  12.88  percent  would  result  in  a  quota  of  1,546,000  tons. 
On  a  similar  basis,  the  range  for  the  past  3  years  would  be  from 
1,459,000  tons  to  1,690,000  tcms. 

( 3 )   ASSURANCES  FOR  <X)]SrTINUED  PRIORITY  PERFORMANCE  IN  THE  FUTURE 

TO    THE   IT.S.    MARKET,    INCLUDING    BOTH    QUOTA    AMOUNTS    AS    WELL  AS- 

ADDITIONAL  SUGAR  WHICH  MIGHT  BE  REQUESTED  DURING 

PERIODS  OF  SHORT  SUPPLY 

The  purpose  of  the  Philippine  sugar  industry  will  continue  to  be 
to  supply  the  United  States  the  maximum  quantities  of  sugar  per- 
mitted by  quotas.  This  will  include  both  the  basic  quota  and  deficit 
reallocations  from  other  supplying  areas. 

The  Philippine  sugar  industry  recognizes,  and  its  performance 
confirms,  that  acceptance  of  a  quota  to  sell  in  the  U.S.  carries  with  it 
a  moral  commitment  to  fill  that  quota  even  when  the  U.S.  quota 
prices  are  below  world  prices. 

In  1963  and  in  1964,  prices  in  the  U.S.  market  were  substantially 
below  those  in  the  world  market,  but  the  Philippines  increased  their 
shipments  to  the  American  market  in  both  years.  Again  in  1973, 
prices  in  the  U.S.  market  were  well  below  those  in  the  world  market? 
and  again  the  Philippine  sugar  industry  supplied  the  U.S.  marW 
all  the  sugar  it  was  permitted  to  supply  and  it  attempted  to  supply 

Over  the  years,  the  premiums  we  have  received  in  the  U.S.  marW 
have  far  outweighed  the  discounts.  Moreover,  the  stability  of  the  TJ^» 
market  price  is  of  vital  importance  to  our  industry.  Our  industry 
cannot  operate  on  a  speculative  basis,  obtaining  a  bonanza  1  day  aja 
facing  bankruptcy  the  next.  We  are  in  the  sugar  industry  to  stay.  To 
do  this,  we  need  a  market  we  can  depend  upon. 
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(4)  PERFORMANCE  CAPABILITY,  INCLUDING  WILLINGNESS  TO  SET  ASIDE 
RESERVES  FOR  U.S.  MARKET,  ABILITY  TO  MAKE  TIMELY  SHIPMENTS,  CUR- 
RENT PRODUCTION  AND  SHIPPING  CAPABILITY,  AND  PLANS  WITHIN  THE 
NEXT  FIVE  YEARS  FOR  EXPANSION  OF  PRODUCTION,  PROCESSING,  LOADING 
AND  STORAGE  FACILITIES  [l.E.,  A  DETAILED  EXPLANATION  AND  EVALUATION 
OF  THE  country's  EXISTING  SUGAR  INDUSTRY  AND  ITS  FUTURe] 

Throughout  the  post-war  period,  the  Philippine  sugar  industry  has 
been  undergoing  a  rehabilitation  and  expansion  program.  From  a 
total  production  of  only  13,000  tons  in  1946,  production  recovered  to 
1,500,000  tons  in  1960.  A  major  program  has  been  underway  to  in- 
crease the  capability  of  old  mills  and  to  construct  new  ones. 

Today,  the  Philippine  sugar  industry  has  37  mills,  of  which  22  are 
old  and  15  are  new.  Of  the  new  mills,  i2  have  been  brought  into  pro- 
duction during  the  past  1  to  4  years.  An  additional  mill  is  expected 
to  open  late  in  1974. 

The  existing  mills  have  a  combined  capacity  to  produce  3,200,000 
tons  of  sugar  a  year.  The  industry  is  operating  at  approximately  80 
percent  of  capacity  but  is  expected  to  reach  substantially  full- 
capacity  production  by  the  1977-78  crop  year.  The  amount  of  produc- 
tion in  excess  of  local  requirements  is,  therefore,  expected  to  increase 
from  around  1,600,000  tons  to  2  million  tons,  or  more,  annually.  This 
should  be  sufficient  to  fill  the  U.S.  quota  and  provide  adequate  re- 
serve stocks  to  cover  emergencies. 

Although  the  Philippines  are  35  sailing  days  from  North  of  Hat- 
teras  ports,  their  bulk  facilities  can  load  at  the  rate  of  5,000  tons  per 
day.  This  decreases  turn-around  time  and  offsets  the  shorter  sailing 
time  of  many  other  shippers. 

Aside  from  this  high  shipping  capacity,  capability  may  also  be 
measured  in  terms  of  factors  in  which  the  Philippines  possesses  a 
comparative  advantage,  such  as  acreage  still  available  for  cultivation 
of  sugar  cane,  readily  available  and  experienced  labor,  processing 
technology,  new  varieties  of  sugar  cane  and  an  increased  number  of 
ports  from  which  to  ship. 

The  Philippine  sugar  industry  adopts  the  policy  of  maintaining 
f  eserve  stocks  to  fill  the  U.S.  quota. 

On  the  basis  of  its  current  and  Rowing  production  capabilities,  and 
its  demonstrated  policies  of  giving  priority  to  supplying  the  U.S. 
Market,  our  industry  requests  a  quota  of  not  less  than  1,500,000  tons. 
We  think  a  larger  and  increasing  quota  would  be  justified. 

We  also  believe  the  act  should  oe  extended  for  5  years  or  longer. 
'iThe  expansion  of  production  requires  huge  long-time  investments. 
'iThese  cannot  be  made  on  a  short-time  basis. 

/ 

(  r»)  a  description  of  other  actual  or  expected  special  arrange- 

^lent  commitments  of  the  foreign  supplier  duuing  the  next  5 

"Vtiar  period   (whether  of  not  they  are  preferential  markets, 

bilateral  or  multi-lateral  commitments,  including  plans  for 

participation  in  the  world  market) 

The  Philippine  sugar  industry  does  not  presently  anticipate  obtain- 

iiig  any  premium  market  other  than  the  United  States.  Throughout 

t:lie  present  century,  the  Philippine  sugar  industry  has  limited  its 

production  to  quantities  that  could  be  sold  locally  and  in  the  United 
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States.  In  expanding  production  to  meet  anticipated  U.S.  require- 
ments, there  may  be  times,  such  as  last  year,  when  it  will  be  neces- 
sary to  export  to  the  world  market. 

(G)  A  BRIEF  EXPLANATION  OF  THE  NATURE  OF  THE  COUNTRy's  SUGAE 
INDUSTRY  AND  HOW  IT  FUNCTIONS  INCLUDING  THE  EXTENT  TO  WHICH 
BENEFITS  IN  THE  INDUSTRY  ARE  SHARED  BY  SUGAR  FARMERS  AND  WORKERS 

The  Philippine  sugar  industry  consists  of  37  sugar  mills  anc 
23,000  farms.  Approximately  96  percent  of  the  farms  are  under  25C 
acres  in  size.  The  cane  purchase  contracts  are  modeled  after  those  o j 
the  United  States. 

Nearly  50,000  workers  are  employed  in  the  mills  and  nearly 
360,000  are  employed  in  the  production  of  sugar  cane. 

For  the  Philippine  economy  as  a  whole,  it  is  estimated  that  3  mil- 
lion people  are  dependent,  directly  or  indirectly,  upon  the  sugai 
industry. 

It  is  not  enough  to  say  that  the  sugar-producing  and  exporting  in- 
dustry of  the  Philippines  is  of  vital  importance  to  the  economy.  It 
is  necessary  to  consider  the  situation  in  perspective.  Although  tre- 
mendous efforts  are  now  being  exerted  to  remedy  the  situation  and 
positive  results  are  beginning  to  show,  the  Philippines  still  have  a 
serious  unemployment  problem  and  the  total  income  of  the  country  is 
low.  Although  the  Gross  National  Product  of  the  Philippines  is  in- 
creasing rapidly,  by  1970  it  still  amounted  to  only  $140  per  capita, 
compared  with  $5,000  in  the  United  States. 

Since  opportunities  for  productive  employment  are  so  limited  in 
the  Philippines,  it  is  necessary  that  the  sugar  industry  be  utilized  to 
the  fullest  in  providing  employment.  This  precludes  the  use  of  labor- 
saving  machinery  to  the  extent  that  characterizes  the  U.S.  sugar 
industry  and  that  is  essential  to  paying  the  wage  rates  prevailing  in 
the  United  States.  The  Philippine  sugar  industry  employs  3  times  as 
many  field  workers  as  the  United  States  sugar  industry  to  produce 
approximately  one-third  as  much  sugar.  If  the  Philippine  sugar  cane 
farms  were  to  adopt  American  technology,  it  would  be  necessary  to 
cut  field  employment  from  360,000  to  40,000.  Throwing  320,000  em- 
ployees out  of  work  is  a  situation  the  Philippine  economy  cannot 
afford. 

Nevertheless,  the  sugar  dollar  is  being  shared  increasingly  with 
small  farmers  and  laborers.  In  fact,  the  sugar  industry  is  being  used 
as  a  bellwether  to  raise  wages  and  living  standards  for  all  Philippine 
workers. 

Within  the  past  2  years  the  minimum  w^ages  of  field  workers  in  the 
sugar  industry  have  been  raised  to  6,  7,  or  8  pesos  per  day,  depending 
upon  area.  Previously  they  received  the  general  minimum  agricultur- 
al wage  of  4.75  pesos  per  day.  Most  field  workers  in  the  sugar  indus- 
try are  paid  on  a  piece-work  basis,  under  which  they  earn  more  tiian 
the  minimum  daily  wage  rate.  The  piece-time  rates  have  been  raised 
also. 

The  minimum  wages  of  mill  workers  have  been  raised  from  the 
general  level  of  8  pesos  per  day  to  11  pesos  per  day,  plus  a  number 
of  other  benefits.  Up  to  95  percent  of  the  workers  are  unionized  and 
have  their  wages  and  working  conditions  fixed  by  union  contracts. 


Digitized  by  VjOOQiC 


215 

Permanent  employees  receive  15-day  paid  vacations  and  15  days  of 
paid  sick  leave  annually.  Temporary  employees  are  treated  propor- 
tionately. All  employees  receive  free  medical  and  dental  assistance, 
first  aid,  and  hospitalization.  Seasonal  workers  receive  10  days'  wages 
and  permanent  year-romid  workers  receive  30  days'  wages  as  a 
Christmas  bonus.  Eetirement  and  death  benefits  amount  to  three- 
fourths  of  a  month's  wages  for  each  year  of  service  up  to  10  years^ 
and  a  full  month's  wages  for  each  year  of  service  beyond  10  years, 
plus  an  additional  month's  pay  for  those  having  service  in  excess  of 
20  years.  There  is  also  a  rice  subsidy,  housing  benefits,  educational 
and  house  repair  loans  and  loans  to  seasonal  employees  during  the 
off  season. 

Workers  in  both  the  cane  fields  and  sugar  mills  obtain  social  ameli- 
oration bonuses  of  30  million  pesos  per  year,  from  a  tax  of  1  peso  per 
picul  of  sugar  produced.  I  can  say  that  sugar  workers  are  among  the 
best  paid  and  enjoy  some  of  the  widest  fringe  benefits  in  the  country. 

These  social  benefits  flow  directly  from  the  U.S.  sugar  quota. 

(7)    ATTirUDE   OF  FOREIGN   SUPPLIER  GOVERNMENT  TOWARD  THE  UNITED- 

STATES  AND  RECORD  OF  TREATMENT  OF  U.S.  CITIZEN 's  INTERESTS  AND 

PROPERTY  WITHIN  THE  COUNTRY 

The  Philippine  Government  is,  and  always  has  been,  friendly  to  the 
United  States  and  to  American  investors.  Those  who  have  forgotten 
Bataan  and  Corregidor,  should  be  reminded  of  the  existence  of  the 
huge  Subic  Bay  Naval  Base  and  Clark  Air  Force  Base  which  consti- 
tute a  bulwark  of  the  U.S.  defense  system  in  the  Far  East.  Further, 
60,000  Filipinos  have  served  in  the  American  Armed  Forces,  and 
several  hundred  are  even  now  serving  in  the  U.S.  Navy.  The  Philip- 
pine Government  is  a  member  of  the  Southeast  Asia  Treaty  Organi- 
zation and  has  direct  military  agreements  with  the  United  States. 

American  investments  constitute  80  percent  of  all  foreign  invest- 
ments in  the  Philippines.  Although  the  Laurel-Langley  Agreement, 
with  the  so-called  "parity"  provision,  will  expire  July  3,  1974,  the 
new  Philippine  Constitution  of  1972  provides  for  meaningful  safe- 
guards for  foreign  investments. 

The  Philippine  Constitution  provides  foreign  investors  "due 
process"  and  "equal  protecton"  under  the  law  and  freedom  from  un- 
just search  and  seizure.  The  Constitution  further  provides  that  ex- 
propriation must  be  for  public  purpose  only  p-nd  upon  payment  of 
just  compensation.  It  requires  adherence  to  the  principles  of  interna- 
tional law  in  the  treatment  of  foreign  nationals  and  their  investments, 
including  the  nonimpairment  of  contracts  and  other  fundamental 
lights. 

I  want  to  stress  that,  to  my  best  knowledge  and  records,  the  Philip- 
pine Government  has  never  expropriated  the  property  of  any  Ameri- 
Qan  or  other  foreign  investor,  and  should  any  arise,  the  same  shall  al- 
Xvays  be  in  pursuance  of  the  Constitutional  provisions. 

The  Investment  Incentives  Act  of  1067  provides  incentives  to  both 

I'ilipino  and  foreign  investors  in  desired  fields  of  economic  activity. 

The  same  act  guarantees  all  investors  the  right  of  repatriation  of 

investments,  remittance  of  earnings  and  remittance  of  payments  on 

contractual  obligations. 
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(8)  tfOrld  market  bakes 


THE  PAST 


The  only  sugar  sales  the  Philippine  industry  has  made  to  the  world 
market  during  the  past  S  years  has  been  the  sales,  referred  to  abovej  ^ 
made  m  the  fall  of  19T3. 


( a )     STATUS    OF   FOREIGN    SUPPLIER  S    DOMESTIC    CONSmVIFTlON" 

Pliilippine  domestic  sugar  consumption  has  had  a  longtime  growtli| 
trend  of  6  percent  per  annum,  or  roughly  twice  the  population  trend- 
For  the  current  fiscal  year,  it  is  expected  to  amount  to  890,000  tons^ 
and  for  the  1977-78  fiscal  year,  it  is  expected  to  reach  1,124,000  tons, 

(JOi    A   BRIEF  RUCIAL  AND  ECOXOiilTO  FROFU^  OF  THE  FOREIGN   StJPPLLEE 


EXCHANGE,  ITS  NEED  FOH  ECOXOMIC  DKVICLOPMENT,  AND  THE  OtPOIlTANCE 
OF  A  PROGRAM  MARKET  IN  THE  UNITED  BTATES  1 

The  Philippines  are  in  a  developing  stage  of  economic  and  social 
progress.  Agricultural  and  forest  products  constitute  the  great  bulk 
of  e3:ports.  Sugar  alone  accounts  for  approximately  one-fiftli  of  the  J 
total  exports  of  the  Philippines.  ' 

In  1972,  the  latest  year  for  which  data  are  available,  sugar  consti* 
tilted  over  47  percent  of  all  exports  to  the  United  States.  Sugar- 
therefore,  is  a  mainstay  in  providing  f oi^eign  exchange  with  which  tb 
Philippines  obtain  imports  of  macliinery  and  other  manufactu 
products  and  food  and  fiber. 

*  In  1972,  the  Philippines  imported  $40  miUiou  worth  of  dairy  an* 
cereal  products  and  $^0  million  worth  of  unmanufactured  cotton  am 
other  textile  fibers  from  the  United  States. 

The  Philippines  need  to  develop  all  phases  of  their  economy.  For 
this,  the  country  needs  foreign  exchange.  However,  it  first  must  use 
its  available  exchange  to  import,  food,  machinery  and  supplies  to  fiJl 
current  needs.  Therefore,  it  is  vitally  in  need  of  a  growmg  export 
market  for  sugar  at  dependable  prices. 

The  Philippine  sugar  industry  has  the  potential  for  material  fur- 
ther expansion.  The  extent  to  which  actual  expansion  is  carried  out 
may  well  depend  upon  the  longtime  assurance  given  to  the  Philip-     i 
pine  industry  for  exports  to  the  United  States*  fl 

In  summary,  the  Philippine  sugar  industry  has  been  supplying  the^ 
United  States  market  for  three-quarters  of  a  century  and  it  wants  to 
continue  to  do  so.  The  dependable  market  at  stable  prices,  provided 
by  the  Sugar  Act,  aided  in  postwar  recovery  and  current  expansion 
of  the  Philippine  sugar  industry. 

Our  industry  can  be  helpful  in  overcoming  sugar  shortage  if  thei 
Act  is  extended  and  our  industry  is  given  a  sufficiently  large  quota 
for  a  sufficient  length  of  time, 

I  appreciate  the  opportunity  of  appearing  before  you  to  present  the 
case  of  the  Philippine  sugar  industry.  Mr,  Myers  and  I  shall  be  glad 
to  undeitako  to  answer  any  questions  you  may  have, 

Mr.  Wahfi^er*  Mr.  O'Donnell,  we  thank  you  for  your  fine  state- 
mejit,  I  particularly  want  to  commend  you  for  the  concise  manner  iiK. 
which  you  prepared  your  statement.  It  is  in  keeping  with  the  inten^B 
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of  the  committee,  so  that  we  can  follow  your  statement  and  also  ask 
you  questions. 

If  you  would  be  available,  Mr.  O'Donnell,  in  keeping  with  our 
practice,  we  will  call  you  back  later  and  ask  questions  of  you  then,  if 
you  would,  please. 

Our  next  witne^ss  is  Mr.  Edwin  H.  Seeger,  representing  the  Central 
of  Sugar  Producing  Cooperatives  of  Peru. 

We  will  be  glad  to  hear  from  you  at  this  time,  Mr.  Seeger. 

STATEMENT    OF    EDWIN    H.    SEEGER,    REPRESENTING    THE 
CENTRAL  OF  SUGAR  PRODUCING  COOPERATIVES  OF  PERU 

Mr.  Seeger.  Mr.  Chairman  and  members  of  the  committee,  my  name 
is  Edwin  H.  Seeger.  I  am  a  member  of  the  law  firm  of  Prather 
I-ievenberg  Seeger  Doolittle  Farmer  &  Ewing,  1101  Sixteenth  Street, 
N.W.,  Washington,  D.  C,  and  appear  before  you  today  on  behalf  of 
the  Central  of  Sugar  Producing  Cooperatives  of  Peru  (CECOAAP). 
It  is  CECOAPP's  position  that  Peru's  existing  share  of  the  total 
foreign  sugar  quota,  including  its  share  of  the  Cuban  reserve  and  of 
the  deficits  of  other  countries,  should  be  maintained.  My  statement 
in  support  of  that  position  is  addressed  to  the  10  points  which  the 
committee's  February  4,  1974,  Notice  to  Prospective  Witnesses  states 
are  of  primary  concern  to  the  committee.  The  following  is  a  sum- 
mary of  the  statement. 

1.  The  Peruvian  sugar  industry  has  been  and  continues  to  be  a 
dependable  supplier  of  sUgar  to  the  United  States  market,  and  will 
be  able  to  meet  its  share  of  the  foreign  sugar  quota  during  the  rea- 
sonably foreseeable  future. 

2.  Relations  between  the  United  States  and  Peru  are  cordial,  and 
maintenance  of  Peru's  portion  of  the  total  foreign  quota  is  there- 
fore clearly  in  keeping  with  United  States  interests.  Furthermore, 
Peru  accords  fair  and  nondiscriminatory  treatment  to  United  States 
citizens  and  to  their  property  interests  in  Peru. 

8.  The  United  States  is  Peru's  only  preferential  sugar  market,  and 
it  has  provided  a  valuable  source  of  stability  to  the  Peruvian  sugar 
industry  over  the  years,  and  has  contributed  to  an  improved  standard 
of  living  for  the  Peruvian  sugar  worker.  In  addition,  sugar  trade 
with  the  United  States  has  benefited  the  Peruvian  economy  by  pro- 
viding Peru  foreign  exchange  needed  to  service  its  external  obliga- 
tions— including  its  foreign  debt,  much  of  which  is  held  by  United 
States  interests — and  by  affording  the  workers  cooperatives  which 
own  Peru's  sugar  production  facilities  much-needed  capital  for 
planned  expansion  of  sugar  production  and  diversification  into  new 
a«:ricnltural  and  industrial  activities. 

4.  Peru's  sugar  trade  with  the  United  States  is  not  a  one-way 
street.  Peru  purchases  more  goods  and  services  from  the  United 
States  than  it  does  from  any  other  country,  and  a  material  portion 
of  Peru's  receipts  from  sugar  trade  are  employed  to  purchase  goods 
and  services  from  the  United  States. 

The  remainder  of  my  statement  is  devoted  to  a  fuller  explanation 
of  these  points. 
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1.  THE  REASONS  WHY  THE  PERUVIAN  SUGAR  INDUSTRY  DESIRES  TO 
CONTINUE  PARTICIPATING  IN  THE  U.S.  SUGAR  PROGRAM 

In  addition  to  the  more  obvious  benefits  to  Peru  of  its  sugar  trade 
with  the  United  States — ^the  fact  that  it  provides  Peru  with  foreign 
exchange  and  assists  the  country  in  meeting  its  external  obligations 
— one  of  the  most  important  benefits  of  the  United  States  sugar 
program  has  been  the  stability  it  offers  and  the  insulation  it  provides 
from  the  wide  price  fluctuations  that  have  characterized  the  world 
sugar  market  over  the  years. 

In  the  case  of  a  developing-nation  supplier  such  as  Peru,  whose 
sugar  producing  facilities  are  worker-owned,  this  stability  is  of  spe- 
cial social  and  economic  importance.  Unlike  conventional  business 
concerns  that  maintain  large  capital  reserves  and  product  inventories,   . 
and  therefore  can  easily  weather  price  fluctuations  and  often  even  ; 
benefit  from  them,  the  Peruvian  sugar  cooperatives  dedicate  every 
dollar  of  after-tax  profits  to  acquisition  payments,  plant  expansion,   , 
diversification  into  new  enterprises  and  worker  bonuses,  as  is  shown   ; 
in  the  following  table :  i 

Applicatix)n  of  profits  from  Peruvian  sugar  production  (197S) 

Application  Percentage 

Taxes   35.0  j 

Payments  for  properties  acquired  under  the  agrarian  reform  laws 30. 0  i 

Reinvestment  in  new  plant  and  equipment  (over  and  above  reinvestment  ■ 

of  cash  flow  from  depreciation),  and  in  new  enterprises   (e.g.,  paper-  \ 

board  manufacturing,  pork,  chicken,  and  egg  production,  etc.) 23.7  ; 

Bonus  payments  to  workers 11.3 

Total 100. 0 

As  the  foregoing  table  suggests,  the  rising  aspirations  of  the 
Peruvian  sugar  worker  can  be  met  only  if  the  Peruvian  sugar  in- 
dustry is  able  to  earn  a  profit  each  and  every  year.  Thus,  the  short- 
term  speculative  benefits  that  can  be  derived  from  high  world  market 
prices  are  of  far  less  interest  to  the  Peruvian  sugar  industry  than 
are  the  long-term  benefits  the  industry  has  realized  from  the  stable 
United  States  market. 

2.    THE    PERFORMANCE    RECORD    OF    THE    PERimAN    SUGAR    INDUSTRT  IN 
1972  AND  1973  AND  ITS  PROSPECTS  FOR  1974 

The  Peruvian  sugar  industry  has  faithfully  met  its  United  States 
sugar  quota  requirements  year-in  and  year-out  for  four  decade& 
Consistent  with  that  record,  in  1972  and  1973,  the  industry  filled  all 
of  its  basic  and  temporary  quota  requirements,  and  was  able  to  fiD 
virtually  all  of  its  share  of  other-country  deficits  and  deficit  prora- 
tions. Furthermore,  the  circumstances  that  prevented  the  Peruvian 
sugar  industry  from  filling  all  of  the  deficits  and  deficit  prorations 
were  unusual. 

Immediately  after  the  United  States  Department  of  Agriculture 
announced  an  additional  deficit  of  129,167  short  tons,  raw  value 
(STRV)  on  December  12,  1972,  the  Peruvian  su^ar  industry  soo^ 
tenders  from  importers  for  the  additional  6,901  STRV  proration  ifr 
signed  to  Peru.  However,  no  United  States  importer  could  guaraa- 
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tee  delivery  by  December  31,  1972,  with  respect  to  4,240  STKV  of 
this  proration,  and  Peru  promptly  advised  USDA  that  it  would  be 
unable  to  supply  that  amoimt. 

Though  the  Peruvian  sugar  industrjr  produced  almost  exactly  as 
much  sugar  in  1973  as  in  1972,  late  m  the  third  quarter  of  1973, 
Peru's  internal  sugar  stocks  fell  imexpectedly  low  because  of  a  tem- 
porary shortfall  in  production,  and  in  September  1973  Peru  de- 
slared  a  deficit  of  8,549  STRV,  approximately  2  percent  of  Peru's 
total  United  States  sugar  quota  that  year. 

In  November  1973,  the  Peruvian  sugar  industry  made  its  final 
sale  of  sugar  to  the  United  States  market  for  calendar  year  1973. 
However,  because  of  fuel  shortages  and  unanticipated  delays  at  the 
Panama  Canal,  a  vessel  carrying  Peru's  final  sugar  shipment,  amount- 
ing to  16,164  STRV,  missed  entry  into  the  United  States  within  1973 
yy  a  matter  of  hours,  and  we  understand  that  the  shipment  will  not 
36  counted  as  a  charge  to  Peru's  1973  quota. 

The  Peruvian  sugar  industry  forecasts  that  its  1974  export  sugar 
supplies  will  amount  to  463,000  STRV.  This  is  in  excess  of  Peru's 
current  1974  sugar  quota  of  449,446  STRV,  and  the  Peruvian  sugar 
industry  anticipates  that  it  will  be  able  to  fill  its  current  final  ad? 
justed  United  States  sugar  quota  for  1974. 

The  Peruvian  sugar  industry  made  no  world  market  sales  in  1971, 
I  year  when  it  was  still  in  the  process  of  recovering  from  the  1967- 
1968  drought,  one  of  the  worst  in  Peru's  history.  World  market  sales 
imounted  to  95,950  STRV  in  1972  and  33,070  STRV  in  1973. 

The  latter  number  deserves  some  emphasis.  The  sales  made  by  the 
Peruvian  sugar  industry  in  the  world  market  in  1973,  when  world 
narket  prices  were  higher  than  U.S.  prices  for  a  significant  portion 
)f  the  year,  represented  less  than  1  percent  of  the  industry's  export 
'ales;  over  99  percent  of  the  Peruvian  sugar  industry's  export  sales 
n  1973  were  to  the  United  States.  Thus,  at  a  time  when  the  world 
narket  offered  a  premium  price,  the  Peruvian  sugar  industry  con- 
inued  to  focus  overwhelming  attention  on  the  U.S.  market,  and  real- 
zed  virtually  no  benefits  from  the  high  world  market  prices. 

1.    THE    FUTURE    PERFORMANCE    CAPABIMTT    OF    THE    PERUVIAN    SUGAR 

INDUSTRY 

On  the  assumption  that  there  is  no  expansion  of  Peruvian  sugar 
Jroduction  through  the  addition  of  new  acreage  to  the  existing  cul- 
ivated  area,  and  without  taking  into  account  the  employment  of 
ew  techniques  for  irrigation,  the  Peruvian  sugar  industry  fore- 
asts  that  its  export  sugar  tonnage  will  amount  to  489,418  STRV 
n  each  of  the  years  1975-78.  The  industry's  production,  consump- 
ion,  and  export  estimates  for  each  year  during  that  period  are  as 
oUows : 

PRODUCTION,  CONSUMPTION,  AND  EXPORT  OF  PERUVIAN  SUGAR,  1974-78  (STRV) 


Year 

Initial 
stocks 

Production 

Internal 
consumption 

Export 

Final 
stocks 

73 ^ 

73  839 

74 

75 

J5:::::::::::::::::::::: 

78... 

73,839 

- 93,530 

119,352 

144,642 

136,663 

1,042,210 
1,109,970 
1,146,309 
1,144.337 
1,147,623 

559, 556 
594, 730 
631,601 
660, 898 
691,349 

462,963 
489,418 
489, 418 
489.418 
489,418 

93.  530 
119.352 
144,642 
138,663 
105,519 
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In  actuality,  these  forecast  sugar  export  tonnage  totals  could 
increase  materially,  paiticulariy  in  the  latter  years,  if  Unit^i  States 
and  worid  consumption  demands  make  such  increases  feasible. 

First,  the  final  stocks  shown  for  the  year  1978  are  some  40  percent,, 
or  30,000  STKV,  higher  than  they  were  on  December  31,  1973,  and 
an  additional  30,000  STRV  could  be  made  available  during  the  pieriod 
by  limiting  stocks  to  1973  year-end  levels. 

Second,  the  Peruvian  sugar  industry  is  investigating  new  irriga- 
tion methods  that  could  increase  the  effectiveness  of  Peru's  water 
supply  for  sugar  by  as  much  as  50  percent,  with  a  like  increase  in 
production.  These  techniques  are  already  in  use  in  Israel  and  else- 
where, and  the  only  question  confronting  the  Peruvian  sugar  in- 
dustry is  not  one  of  technical  feasibility,  but  of  economics.  That 
question  turns  on  the  size  and  profitability  of  Peru's  future  exj)ort 
sugar  markets,  and  the  present  legislation  plainly  will  have  an  im- 
portant bearing  on  the  decision  made  by  the  Peruvian  sugar  industry. 

Third,  the  Peruvian  sugar  industry  plans  to  add  further  acreage 
to  the  amount  presently  under  cultivation.  While  present  plans  do 
not  contemplate  that  there  will  be  any  production  from  the  new 
acreage  prior  to  1979,  the  program  for  placing  the  additional  land 
under  cultivation  could  be  accelerated  if  external  market  conditions 
appeard  to  warrant  such  acceleration. 

4.    THE    IMPORTANCE    OF    THE    U.S.    MARKET    TO    THE    PERUVIAN    SUGAR 

INDUSTRY 

This  committee's  February  4,  1974,  notice  to  prospective  witnesses 
requests  information  as  to  the  extent  to  which  each  supplying  na- 
tion can  provide  "assurances  for  continued  priority  performance  in 
the  future  to  the  U.S.  market."  The  notice  also  requests  thai  the 
witnesses  indicate  the  availability  of  other  preferential  markets  to 
each  supplying  nation. 

As  notea  earlier,  the  Peruvian  sugar  industry  has  no  preferential 
sugar  market  other  than  the  United  States.  Nor  does  the  industry 
have  or  expect  any  special  arrangement  commitments  involving  the 
export  of  sugar.  Though  it  has  no  present  plans  to  do  so,  the  Peru- 
vian sugar  industry  may  be  able  to  sell  a  limited  amount  of  sugar 
on  tJie  world  market  in  1974  and  subsequent  years,  but  as  in  the  past, 
the  U.S.  market  will  continue  to  have  first  priority. 

Furthermore,  as  has  been  true  in  past  years,  Peru  ranks  hign  <m 
the  list  of  Western  Hempshire  suppliers  in  ratio  of  sugar  exports 
to  total  exports,  and  U.S.  sugar  trade  thus  continues,  to  be  of  criticd 
importance  to  Peru.  This  is  demonstrated  by  the  following  table: 
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DOLLAR  VALUE  OF  SUGAR  EXPORTS  AS  A  PERCENT  OF  TOTAL  EXPORTS  (1972) 


Oountry 


Total 
exports 


Sugar     I^Brc8nf  sufar 
•xports  of  total 


Dominican  Republic $347.6 

Barbados _ 37.6 

Trinidad. 238.2 

iamaica 378.0 

Peru 930.2 

EISah/ador._ 254.4 

Haiti _.... 41.6 

Brazil 3,991.0 

Mexico 1,862.0 

Panama 147.6 

Nicaragua 250.5 

Ecuador _ _ 323.2 

Goatemala 337.5 

Costa  Rica 271.4 

Cokwnbta _ •  935.8 

Argentina 1,935.0 

Hondura; 207.8 

Venezuela 3,152.0 

Bolivia 214.7 


^95.0 

56.1 

16.0 

42.6 

29.7 

12.5 

42.5 

11.3 

77.1 

8.3 

19.0 

7.5 

2.6 

6.3 

222.9 

5.6 

102.1 

5.5 

&1 

5.S 

12.8 

5.1 

13.5 

4.2 

n.o 

3.9 

8.3 

3.1 

27.5 

2.9 

20.0 

1.0 

1.7 

.8 

20.9 

.7 

1.2 

.6 

AVhile  the  above  table  should  suffice  to  demonstrate  the  importance 
of  the  U.S.  sugar  market  to  Peru,  it  is  also  a  fact  that  sugar  exports 
have  been  of  mcreasing  importance  to  Peru,  as  the  following  table 
shows : 

DOLLAR  VALUE  OF  PERU'S  TOTAL  EXPORTS  AND  SUGAR  EXPORTS  (1967-72) 
[Dollar  amounts  in  thousaods] 


Year 


Value  of  Valued      Pircent sugar 

total  exports    sugar  exports  of  toof 


1967 $757,040 

1968 866,054 

1969 865,631 

1970 _ 1,047,779 

1971 892,733 

1972 930,200 


$52,632 

6.96 

58,054 

6.80 

39,540 

4.57 

60,704 

5.79 

69, 148 

7.74 

77,100 

8.30 

0.  BENEFITS    ENJOYED    BY    THE    UNITED    STATES   FROM    PERU\^AN    SUGAR 

TRADE 

Apart  from  the  fact  that  Peru  has  been  a  dependable  supplier 
of  sugar  to  the  U.S.  market  over  the  years,  there  are  other  reasons 
why  sugar  trade  between  Peru  and  the  United  States  is  not  a  one- 
way street.  The  United  States  is  Peru's  principal  trading  partner, 
and  Peru  purchases  more  goods  and  services  from  the  United  States 
than  it  does  from  any  other  country.  In  1972,  United  States  exports 
to  Peru  totalled  approximately  $240,000,000.  Accordingly,  much  of 
Peru's  earnings  from  sugar  trade  with  the  United  States  are  em- 
ployed to  purchase  U.S.  foods  and  services. 

Furthermore,  Peru's  foreign  debt  amounted  to  $1.9  billion  at  the 
beginning  of  1973,  of  which  approximately  24  percent  was  in  the 
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hands  of  United  States  lending  sources.  Thus,  the  foreign  exchange 
earned  by  Peru  from  sugar  exports  to  the  United  States  is  an  es- 
sential element  of  Peru's  ability  to  meet  its  commitments  to  these 
lending  sources. 

6.    NATURE    AND    ORGANIZATION    OF    PERU'S    SUGAR    INDUSTRY 

Pursuant  to  the  Peruvian  Law  of  Land  Reform,  the  Government 
of  Peru  in  1969  expropriated  12  sugar  estates  that  had  previously 
been  in  private  hands  and  accounted  for  most  of  Peru's  sugar  pro- 
duction. Thereafter,  the  Government  encouraged  the  formation  of  a 
system  of  cooperatives,  in  which  some  25,000  sugar  workers  are 
members,  to  own  and  operate  these  properties.  Another  25,000  Peru- 
vians are  involved  in  sugar  production  on  small  tracts. 

Peru's  land  reform  program  is  entirely  in  accordance  with  the 
Charter  of  Punta  del  Este,  signed  by  the  United  States  and  the  Latin 
American  members  of  the  Alliance  for  Progress,  which  states  that  itv 
shall  be  the  goal  of  Latin  American  countries : 

To  strengthen  the  agricultural  basis  by  making  the  benefits  of  the  solE 
available  on  an  ever  larger  scale  to  those  who  work  on  it;  and  to  enable 
those  countries  which  have  a  population  of  Indian  natives,  to  integrate  same 
into  the  economic,  social  and  cultural  process  of  modern  society. 

In  Peru's  case,  the  land  reform  program  was  a  direct  response  to 
the  fact  that  much  of  Peru's  productive  land  traditionally  had  been 
in  the  hands  of  a  very  few  owners.  For  example,  prior  to  1968,  a 
total  of  only  6,746  owners,  representing  less  than  1  percent  of  all 
Peruvian  farm  proprietors,  held  over  80  percent  of  the  productive 
land  in  Peru. 

It  is  important  to  emphasize  that,  insofar  as  sugar  producing 
properties  are  concerned,  the  land  reform  program  referred  to  above 
is  not  a  program  of  government  ownership.  To  the  contrary,  the 
purpose  of  the  program  is  to  give  the  Peruvian  sugar  workers  a  di- 
rect stake  in  the  ownership  and  management  of  these  facilities.  The 
individual  cooperatives  are  independent,  taxpaying  entities  that  are 
free  of  government  direction  or  interference. 

Furthermore,  the  program  has  been  a  striking  economic  success, 
not  merely  a  political  and  social  one.  Peruvian  sugar  production  has 
steadily  increased  since  the  transition  to  the  cooperative  system,  and 
is  now  at  an  alltime  high. 

Furthermore,  while  the  cooperatives  are  seeking  to  increase  Peru's 
sugar  production,  they  have  also  determined  to  reduce  their's  and 
Peru's  relative  dependence  on  sugar  production  by  employing  the 
profits  from  such  production  to  finance  new  enterprises.  The  list  of 
such  investments,  some  of  which  are  underway  and  others  of  which 
are  still  in  the  planning  stages,  is  an  impressive  one: 
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Planned  and  actual  investments  hy  Peru's  sugar  producing  cooperatives  in 
expanded  sugar  production  and  new  activities 

Required 
Activity  capital 

Development  of  sugar  production  in  the  jungle $40, 000, 000 

Construction  of  a  paper  pulp  plant 88, 000, 000 

Construction  of  a  newsprint  plant 45, 000, 000 

Construction  of  a  citric  acid  plant 7,  000, 000 

Development  of  yeast  production  for  human  consumption 6, 000,  000 

Construction  of  a  hardboard  plant 5, 000, 000 

Development  of  facilities  for  constructing  prefabricated  housing —  4, 000, 000 

Construction  of  six  milk  production  plants 3,  000,  000 

Construction  of  three  plants  for  producing  cold  cuts 1, 300, 000 

Construction  of  a  feed  mixing  plant 1, 000, 000 

Construction  of  a  plant  for  producing  mloasses  pellets  for  animal 

feed  1, 000,  000 

development  and  construction  of  3  poultry  feed  lots,  2  cattle  feed 

lots  and  3  facilities  for  egg  production 1,  440, 000 

As  the  foregoing  suggests,  the  sole  beneficiaries  of  Peru's  sugar 
trade  with  the  United  States  are  the  sugar  workers  themselves, 
Peruvian  workers  who  benefit  from  programs  made  possible  by  the 
taxes  paid  by  the  cooperatives,  and,  finally,  Peru's  citizens  who  bene- 
fit from  the  multiplier  effect  of  the  public  and  private  expenditures 
made  possible  by  sugar  trade.  In  light  of  these  facts,  this  committee 
and  the  Congress  can  be  assured  that  the  broadest  possible  segment 
of  Peruvian  sugar  workers  and  citizens  benefit  from  Peru's  sugar 
trade  with  the  United  States. 

That  completes  my  statement,  Mr.  Chairman. 

Mr.  Wampler.  Mr.  Seeger,  we  thank  you  for  your  statement  and 
if  you  will  be  available  later,  we  will  perhaps  ask  some  questions  of 
you  at  that  time. 

Our  next  witness  is  Col.  J.  M.  Chambers,  representing  the  sugar 
industry  of  Swaziland. 

STATEMENT  OF  J.  M.  CHAMBERS,  J.  M.  CHAMBERS  &  CO.,  INC.; 
REPRESENTING  THE  SUGAR  INDUSTRY  OF  SWAZILAND 

llr.  Chambers  Mr.  Chairman,  I  would  like  before  starting  my 
testimony,  to  introduce  the  Ambassador  from  Swaziland,  Mr.  James 
Lawrence  Funways  Simelane,  who  is  here,  and  Mr.  Michael  Fletcher, 
International  Representative. 

[Applause.] 

Mr.  Wampler.  Mr.  Ambassador,  we  are  honored  by  your  presence 
here  this  morning. 

Mr.  Chambers.  In  response  to  your  notice  to  prospective  witnesses, 
I  affirm  that  I  have  complied  with  the  requirements  of  the  Foreign 
Ajjents  Registration  Act  as  amended,  including  the  registering  and 
filinfir  of  the  required  documents  and  reports  with  the  Department  of 
Justice. 

Mr.  Chairman  and  members  of  the  committee,  we  appreciate  the 
opportunity  to  again  appear  before  this  committee  as  it  considers 
legislation  to  insure  continuing  supplies  of  sugar  to  American  con- 
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sumers.  It  is  particularly  grsitiiymg  for  we  not  only  can  present  our 
views  under  the  pending  legislation  but  can  report  with  considerable 
pi'ide  our  performance  under  the  present  Sugar  Act. 

Mr.  Chairman,  many  members  will  remember  that  when  the  1971 
amendments  to  the  Sugar  Act  were  enacted  by  the  Congress  it  estab- 
lished a  quota  for  Swaziland  of  two  cargoes  or  30,000  tons.  While  this 
amount  is  very  small  in  relation  to  the  sugar  requirements  of  the 
United  States,  it  has  been  of  tremendous  value  to  Swaziland.  This 
increase  in  the  Swaziland  quota  was  not  opposed  by  the  administra- 
tion, but  it  was  the  Congress,  and  this  committee  in  particular,  that 
made  the  decision  to  give  Swaziland  an  opportunity  to  export'  sugar 
to  the  United  States  at  a  significant  level.  This  Swaziland  has  done. 

We  are  pleased  to  report  that  each  year  our  present  quota  has 
been  promptly  delivered  and  that  the  sugar  has  been  of  premium 
grade.  In  1973,  when  the  United  States  needed  additional  sugar, 
Swaziland  supplied  over  1,300  additional  tons,  even  though  world- 
market  prices  were  more  attractive  than  prices  in  the  United  States. 

While  Swaziland  has  no  sugar  presently  available  until  its  new 
crop  starts  in  May,  it  has  advanced  its  first  delivery  of  1974  quota* 
sugar,  which  is  usually  in  the  third  quarter  of  the  year,  to  June^. 
and  has  also  offered  to  deliver  an  additional  7,500  tons  in  elune. 
These  things  have  been  done,  and  the  record  clearly  shows  thafc 
Swaziland  is  a  dependable  sugar  supplier  to  the  United  States. 

Mr.  Chairman,  we  are  today  asking  the  committee  to  increase  our 
quota  by  an  additional  cargo  of  15,000  tons.  The  expansion  already 
made  in  our  production  and  the  future  development  plans  for 
Swaziland,  which  I  will  discuss  later  in  my  statement,  not  only 
support  this  request  but  make  it  imperative  that  we  expand  our 
dependable  export  markets. 

We  believe  that  such  an  increase  is  entirely  consistent  with  the 
administration's  programs  for  southern  Africa  and  that  it  will  not 
be  opposed  by  the  administration.  We  base  this  belief  in  part  on 
an  interchange  of  correspondence  between  former  Congressman 
Bradford  Morse  and  the  Department  of  State,  which  occurred  after 
the  1971  Act  had  been  passed  by  the  House  of  Kepresentatives.  By 
a  letter  to  the  State  Department  dated  Mav  5,  1971,  Cong:ressman 
Morse  specifically  asked  if  the  then  proposed  increase  to  30,000  tons 
in  the  Swaziland  quota  was  within  the  President's  program  for 
southern  Africa.  On  May  25,  1971,  the  Assistant  Secretary  of  State 
for  Congressional  Relations  replied  that  the  Department  was  recom- 
mending the  establishment  of  a  minimum  quota  of  15,000  tons  which 
would  permit  Swaziland  to  double  its  then  annual  shipments  to  the 
United  States.  The  letter  also  states,  "A  future  increase  in  Swazi- 
land's quota  to  30,000  tons,  or  even  higher,  would  be  desirable  for 
many  reasons,  and  fully  in  keeping  with  the  President's  program 
for  southern  Africa."  Copies  of  this  correspondence  are  appended. 
While  the  requested  increase  is  small,  it  is  of  major  importance  to 
Swaziland  and  will  contribute  to  the  growth  of  the  world-wide 
sugar  base  which  the  United  States  must  have  if  the  objectives  of 
the  Sugar  Act  are  to  be  achieved.  (The  above  referred  to  correspond- 
ence may  be  ofund  at  p.  231.) 
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Mr.  Chairman,  I  believe  I  should  briefly  tell  the  committee  about 
Swaziland  and  some  of  the  developments  since  I  last  met  with  the 
committee.  While  some  members  of  the  committee  have  visited  Swazi- 
land, it  is  undoubtedly  a  new  subject  for  many. 

Swaziland  is  one  of  the  three  former  British  Higjh  Commission 
territories  in  southern  Africa.  In  1967,  it  was  granted  internal  self- 
government  under  a  new  constitution  and  ^ined  full  independence 
in  September  1968.  It  is  a  small,  land-locked  country,  surrounded  on 
^hree  sides  by  the  Republic  of  South  Africa  and  on  its  eastern 
boundary  by  Mozambique.  It  is  90  miles  by  120  miles  at  its  extre- 
mities and  contains  some  6,700  square  miles.  Its  population  is  about 
500,000,  of  whom  approximately  487,000  are  Africans.  They  come 
almost  entirely  from  the  Swazi  nation,  which  His  Majesty,  King 
Sobhuza  II,  has  ruled  since  1921.  The  country  is  a  constitutional 
rnonarchy,  and  the  King  is  the  Head  of  State  as  well  as  the  ruler  of 
"the  Swazi  nation. 

When  the  British  began  to  move  the  country  towards  independence, 
It  developed  a  constitution  which  was  adopted  bv  Swaziland.  In  1968, 
after  independence  was  achieved,  defects  were  found  in  the  constitu- 
tion which  prevented  the  country  from  operating  in  a  manner  where- 
by the  best  interests  of  the  Swazi  and  the  Swazi  nation  were  served. 
Instead  of  attempting  to  amend  the  constitution  in  many  specific 
areas,  the  King  suspended  it  in  April  197B.  At  that  time,  the  King 
stated  that  he  took  this  action  because  "the  people  want  a  constitution 
created  by  themselves  which  will  srive  them  full  freedom  and  will 
guarantee  peace  and  happiness."  Having  suspended  the  constitution 
in  toto.  the  King  immediately  reinstated  most  of  its  provisions  by 
order  of  council,  and  the  countrv  has  continued  to  function  as  a  con- 
stitutional monarchy.  A  Royal  Constitutional  Commission  was  estab- 
lished and  for  the  past  several  months  has  been  receiving  the  views 
of  the  people  on  the  form  that  the  new  constitution  should  take.  It 
is  expected  that  a  new  constitution  will  be  adopted  within  a  short 
time. 

Under  both  the  original  constitution  and  that  reestablished  by  the 
King,  Swaziland  is  a  truly  nonracial  country.  From  personal  knowl- 
edge based  on  several  visits  to  the  country,  I  know  that  this  principle 
is  carried  out  in  a  surprisingly  literal  manner.  It  is  an  outstanding 
example  to  other  countries  that  such  a  principle  can  successfully  be 
put  into  practice. 

Economically,  the  country  is  viable,  and  it  has  been  operating 
within  a  balanced  budget.  However,  it  is  faced  with  many  difficult 
problems  as  it  continues  to  evolve  from  a  basically  agricultural 
economy  at  a  subsistence  level  into  a  modern  nation.  Literally  all 
aspects  of  government  must  move  forward  at  the  same  time.  Educa- 
tion, transportation  systems,  health  programs,  agriculture,  employ- 
mont,  and  other  areas  demand  coordinated  and  continuing:  effort. 
Of  course,  this  requires  financial  support,  and  the  sugar  industry  is 
a  maior  supplier  of  this  support. 

The  economv  of  Swaziland  is  intimatelv  associated  with  the  econ- 
omy of  the  Republic  of  South  Africa.  It  uses  the  South  African 
rand  as  its  currency.  It  is  in  a  common  customs  union  with  the  Re- 
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public  of  South  Africa,  Botswana,  and  Lesotho.  There  is  consider- 
able interchange  of  commerce  and  tourists  between  Swaziland  and 
the  Kepublic  of  South  Africa,  and  it  would  be  difficult  to  difFejen- 
tiate  the  approach  they  take  to  economic  problems. 

Ideologically  and  politically,  however,  the  two  countries  are  far 
apart.  Swaziland  is  completely  separated  from  the  beliefs  that  South 
Africa  has  on  racial  matters,  and  South  Africa's  racial  policies  are 
completely  unacceptable  to  Swaziland. 

Swaziland  is  a  member  of  the  United  Nations  and  the  Organiza- 
tion of  African  Unity.  Because  of  its  location  and  its  relations  with 
South  Africa,  it  is  considered  a  bridge  between  the  other  African 
states  and  the  Republic  of  South  Africa.  I  repeat :  Swaziland  offers 
a  clear  example  of  the  ability  of  the  blacks  and  whites  to  live  and 
work  together  on  an  equal  and  progressive  basis.  Some  refer  to  the 
country  as  the  Switzerland  of  Africa.  Time  alone  will  tell  how  well 
it  fills  this  role. 

Since  achieving  independence,  Swaziland's  progress  on  the  vari- 
ous problems  mentioned  above  has  been  substantial.  It  is  a  member 
of  the  World  Bank,  the  International  Monetary  Fund,  and  the  In- 
ternational Development  Association.  If  it  can  increase  its  earning 
power,  its  economic  future  is  assured.  The  important  thing  for  the 
country — and  we  believe  that  the  United  States  has  a  stake  in  this 
— is  that  its  development  and  progress  not  be  held  back  by  economic 
problems.  In  this  connection,  the  committee  should  recognize  that 
the  Swazis  are  a  proud  race  of  people.  They  genuinely  believe  that 
they  should  earn  their  own  way  and  do  not  depend  on  the  United 
States  for  grants.  While  it  has  received  some  help  from  the  Peace 
Corps  and  has  one  loan  to  purchase  agricultural  equipment,  it  has 
not  asked  for  grants  or  other  types  of  economic  aid. 

Since  it  achieved  its  independence.  Swaziland  has  evolved  as  a 
staunch  supporter  of  the  United  States  in  the  United  Nations  and 
other  international  forums.  In  the  United  Nations,  Swaziland  has 
supported  the  U.S.  position  on  many  specific  issues  such  as  Cam- 
bodian representation  in  the  U.N.  and  relationships  with  the  Republic 
of  Korea.  Swaziland  is  one  of  the  few  African  countries  which  has 
retained  diplomatic  relations  with  Israel.  In  other  international 
forums  such  as  the  Organization  for  African  Unity,  Swaziland  has 
been  a  moderate  voice  on  many  issues  on  which  extreme  views  were 
the  general  rule. 

Swaziland  is  actively  endeavoring  to  increase  its  trade  relations 
with  the  United  States,  Unfortunately,  because  of  its  geographical 
location,  much  of  the  equipment  and  supplies  purchased  by  Swazi- 
land are  through  South  African  or  British  suppliers.  A  great  many 
of  these  items  are  of  American  origin,  but  the  export  figures  for 
the  United  States  do  not  reflect  Swaziland  as  the  country  to  which 
they  are  exported.  However,  some  information  is  available.  The  De- 
partment of  Commerce  shows  U.S.  exports  to  Swaziland  as  $1.1 
million  in  1971  and  $1.8  million  in  1972.  For  the  first  9  months  of 
1973,  U.  S.  exports  to  Swaziland  were  $1.7  million.  Projected  over  the 
year,  this  would  provide  a  1973  figure  of  about  $2.3  millictti.  U.S. 
goods  going  into  Swaziland  via  South  Africa  or  England  are  not 
reflected  in  the  Commerce  Department  records  but  are  substantial. 
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The  sugar  industry  has  prepared  a  report  on  the  extent  that 
American  equipment  is  used  by  the  sugar  industry.  A  survey  shows 
that  the  sugar  industry  alone  has  purchased  approximately  $4  mil- 
lion in  American  equipment.  For  example,  in  1973  the  sugar  industry 
purchased  11  farm  tractors  made  in  the  U.S.  and  is  projecting  more 
for  1974.  On  my  last  visit  to  Swaziland  I  was  shown  mechanical 
harvesters  being  tested  which  are  produced  in  Louisiana  and  was 
told  that  it  looked  as  though  they  would  be  acceptable,  which  means 
additional  purchases  in  the  near  future.  I  expect  such  purchases  will 
be  through  a  South  African  distributor,  but  the  effect  on  American 
exports  will  be  achieved.  Just  as  it  has  proven  to  be  a  dependable 
though  small  supplier  of  sugar,  it  will  continue  to  be  a  dependable 
buyer  from  the  United  States. 

The  U.S.  interest  in  southern  Africa  in  general  and  the  develop- 
ing nations  in  particular  is  well  known  to  this  committee.  I  know  of 
no  change  in  the  policy  statements  on  Africa  approved  by  the  Presi- 
dent in  1970,  which  among  other  things  stated: 

It  is  in  our  national  interest  to  cooperate  with  the  African  countries  in 
their  endeavors  to  improve  their  conditions  of  life  and  to  help  in  their  effort 
to  build  an  equitable  economic  order  in  which  all  can  actively  share. 

They  look  to  trade  as  a  more  equitable  relationship  than  aid. 

An  American  economic  assistance  program  is  in  the  United  States'  interest. 

The  small  independent  states  south  of  Zambesi  also  deserve  attention 
(Swaziland,  Botswana,  and  Lesotho).  They  are  seeking  to  create  multi-racial 
societies  free  of  the  predominant  influences  of  the  minority-dominated  areas 
adjoining  and  surrounding  them. 

Mr.  Chairman,  efforts  to  help  these  nations  become  economically 
stable  are  consistent  with  the  interests  of  the  United  States.  In 
Swaziland,  sugar  is  such  an  important  part  of  their  economy  that 
anything  that  the  United  States  does  to  help  them  establish  markets 
for  their  sugar  is  clearly  in  accordance  with  those  interests. 

Following  the  increase  in  the  quota  for  Swaziland  contained  in 
the  1971  act,  the  sugar  industry  took  steps  to  increase  its  productive 
capacity  by  about  20  percent.  This  was  brought  about  by  additional 
plantings  of  cane  and  the  expansion  of  the  capacity  of  the  two  sugar 
mills  in  the  country.  Concurrent  with  this  expansion  has  been  the 
development  by  the  sugar  industry  of  Swazi  participation  in  both 
management  and  employment. 

The  sugar  industry  is  the  largest  single  employer  in  Swaziland. 
The  tot^l  direct  employment  in  the  industry  is  estimated  at  about 
8,500  people.  This  represents  16  percent  of  all  the  persons  in  wage- 
earning  employment  in  Swaziland.  Considering  the  dependents  of 
these  workers  and  those  whose  earnings  depend  in  part  on  the  in- 
dustry, about  50,000  persons,  or  about  one-tenth  of  the  total  popula- 
tion, depend  in  whole  or  in  part  on  the  sugar  industry  for  their 
livelihood. 

In  addition  to  this  overall  contribution  to  employment  and  to  the 
economy,  the  suiqrar  industry  has  participated  in  a  landmark  project 
for  the  Swazi  farmers;  8  years  ago  in  the  northern  sugar  area  a 
program  was  enacted  under  which  individual  Swazi  were  given 
lonff-term  leases  for  small  landholdings  on  which  they  live  and  raise 
sugarcane  as  well  as  other  cash  and  subsistence  crops  for  their 
own  use.  This  is  known  as  the  Vuvulane  irrigated  farms  project.  As 
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I  told  the  committee  in  1971,  it  was,  at  first,  difficult  to  secure  volun- 
teers for  the  project.  But  this  has  changed.  There  are  now  233 
separate  small  farms,  and  it  is  contemplated  that  in  the  northern 
area  this  number  will  be  increased  to  over  420  by  1978.  The  land 
for  this  use  has  already  been  transferred  to  the  Vuvulane  project 
In  the  southern  sugar  area,  Swazi  participation  has  developed  more 
slowly.  However,  in  1972  there  came  into  being  a  major  sugarcane 
project  started  by  the  King  and  the  Swazi  nation  with  the  assistance 
of  the  sugar  industry.  This  project  has  grown  rapidly  and  with  great 
success.  Many  hundreds  of  Swazi  will  live  and  work  on  this  project 

The  social  and  economic  significance  of  this  movement  of  Swazis 
to   become   independent   farmers   cannot   be   overemphasized.    The 
Vuvulane  farms  range  in  size  from  8  to  16  acres.  Even  the  smaller 
farms  net  about  1,100  rand — $1,643)  which  provides  more  than  ade- 
quate family  income  and  is  a  substantial  increase  over  any  income 
they  might  have  had  in  the  past. 

In  addition  to  the  small  farm  programs,  both  milling  areas  have 
developed  active  training  programs  for  the  Swazis.  Many  of  these 
employees  in  the  past  had  absolutely  no  knowledge  of  modem  nieth.  - 
ods  and  equipment.  Now,  through  training  programs,  Swazis  arc 
operating  trucks,  mechanical  harvesters,  lathes,  welding  equipment^ 
sugar  pans,  and  other  equipment  required  by  the  sugar  industry. 
These  programs  are  ongoing  and  the  results  are  excellent.  This  is 
another  significant  contribution  to  the  of  the  country  as  a  whole 
which  has  come  about  through  sugar. 

As  the  industry  expands,  it  means  that  more  and  more  jobs,  and 
higher  level  jobs,  are  available  to  Swazis.  In  a  country  developing 
as  Swaziland  is  developing,  this  is  an  essential  requirement  The 
sugar  industry  provides  good  wages  and  other  benefits  for  its  em- 
ployees. As  a  matter  of  fact,  the  wages  paid  in  the  Swaziland  sugar 
industry  compare  favorably  with  those  in  any  other  sugar  area  in 
southern  Africa.  Within  Swaziland  there  is  a  minimum  wage  law 
for  industrial  workers,  and  the  sugar  industry  wages  are  substan- 
tially higher  than  the  minimum  wages  established  by  law.  On  the 
agricultural  side,  the  wages  are  equally  ffood,  but  since  there  is  no 
minimum  wage  structure  for  agricultural  workers,  we  cannot  draw 
the  same  comparison.  In  addition  to  the  cash  wasres,  rations  are  pro- 
vided free  of  charge,  and  the  industry  also  provides  schooling,  hous- 
ing, and  medical  services.  There  is  also  considerable  competition 
amonsr  the  various  areas  as  to  environment  and  to  recreational  fa- 
cilities driven  the  employees.  If  the  committee  will  again  pardon  the 
personal  reference,  I  have  watched  the  development  of  new  types 
of  housing,  of  the  service  facilities  within  the  houses,  of  soccer  fields, 
tennis  courts,  community  centers,  etc.,  within  the  living  areas  for  the 
sugar  workers.  The  management  goes  all  out  to  do  what  it  can  for 
the  workers  and  is  very  responsive  to  requests  for  change.  "What  the 
future  will  bring  in  the  way  of  labor  problems  for  the  industry  can 
only  be  anticipated  bv  the  experience  in  other  parts  of  the  world. 
But  at  least  in  Swaziland  we  know  that  it  is  starting  on  a  good 
foundation. 

Perhaps  it  would  be  helpful  to  examine  the  organization  of  the 
sugar  industry.  The  Swaziland  government  enacted  a  Sugar  Act 
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in  1967.  It  established  the  guidelines  to  control  the  operations  of  the 
sugar  industry.  It  created  a  Swaziland  Sugar  Association,  which 
runs  the  industry  as  a  whole  as  well  as  purchasing  and  selling  all 
the  sugar  produced  by  the  two  mills.  It  is  safe  to  say  that,  while  the 
individual  farms  and  companies  within  the  industry  are  completely 
private  both  in  finances  and  operations,  they  operate  under  the  di- 
rection of  the  Sugar  Act.  The  Sugar  Association  is  the  mechanism 
through  which  the  law  is  administered. 

All  the  sugar  in  Swaziland  is  grown  in  the  eastern  part  of  the 
country  in  what  is  described  as  the  low  veld.  This  is  a  very  dry  sec- 
tion, and  all  the  sugar  cane  is  grown  under  irrigation.  Within  the 
low  veld  there  are  two  sugar  areas.  They  are  called  the  northern,  or 
Mhlume  area,  and  the  southern,  or  Big  Bend,  area.  This  is  where  the 
two  existing  mills  are  located.  They  produce  approximately  190,000 
tons  per  year,  and  this  is  expected  to  increase  to  207,000  tons  in  the 
1974/75  crop  year.  New  plantings  of  cane  in  1974  will  increase  pro- 
duction by  1976  by  another  30,000  tons. 

Looking  further  into  the  future,  the  Swaziland  government  has 
had  a  feasibility  study  conducted  covering  the  proposed  development 
of  a  third  sugar  area.  The  study  has  been  completed,  and  the  Swazi- 
land government  has  stated  that  it  will  push  forward  with  the 
project.  In  this  third  area  they  will  maximize  Swazi  participation 
in  management,  as  well  as  employment.  The  ultimate  capitalization 
that  will  be  required  is  estimated  at  $35  to  $50  million,  and  it  will 
take  some  5  years  to  bring  the  project  into  production.  Given  the 
^owth  in  demand  for  sugar  throughout  the  world  as  compared  to 
the  slower  growth  in  production,  it  would  seem  that  the  project  is 
entirely  feasible.  Bringing  it  about  will,  however,  require  consider- 
able effort  on  the  part  of  the  sugar  industry  and  the  government  of 
Swaziland.  When  the  third  area  is  developed,  it  will  increase  Swazi- 
land's availability  of  exports  by  50%  to  over  300,000  short  tons,  and 
this  makes  the  United  States  market  all  the  more  important  to 
Swaziland. 

The  sugar  industry  is  a  substantial  supporter  of  the  economy  of 
the  country.  It  has  begun  to  make  sufficient  profits  to  require  the 
payment  of  substantial  sums  under  the  regular  taxation  program  of 
Swaziland.  In  1973  this  reached  $4  million  in  direct  taxes.  It  also 
contributed  in  1973  a  si^ificant  amount  to  help  develop  certain 
housing  projects  within  the  country.  In  May  1973  the  government 
ostablished  an  export  levy  on  susrar.  This  lew  provides  that  in  the 
case  of  the  sale  of  sugar  above  $126.70  per  short  ton,  ex  mill,  one- 
half  of  the  price  above  that  level  goes  to  the  Government.  It  is  esti- 
mated that  this  will  yield  about  $1.3  million  in  the  1973/74  season.  So 
the  industrv  is  contributing  directly  and  heavily  to  the  financial 
support  of  the  Government. 

Equally  important  is  the  fact  that  sugar  is  the  largest  earner  of 
foroiprn  exchanffe  of  the  coimtry.  The  total  exports  of  Swaziland 
in  1972  amounted  to  approximately  $98  million.  Of  this,  about  $30 
million — or  30.12  % — resulted  from  the  export  of  sugar  and  molasses. 
Amonsr  the  exports  of  Swaziland,  sugar  is  the  leader.  This  is  fol- 
lowed bv  iron  ore,  asbestos,  citrus,  beef,  and  wood  pulp.  The  criti- 
cality  of  sugar  to  the  total  economy  of  the  country  is  best  represented 
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by  the  taxes  paid  and  the  exchange  dollars  earned,  A  related  fact  is 
that  the  industry  is  the  largest  employer  in  the  country- 

The*  question  can  easily  arise  as  to  why  the  United  States'  quota 
is  BO  important  to  Swaziland,  particularly  siuce  world-market  prices 
are  substantially  higher  than  U-S.  prices.  In  the  past,  Swaziland 
sales  of  sugar  have  depended  to  a  great  ext<int  on  its  participation  in 
the  Commonwealth  Sugar  Agreement.  Swas^iland  has  a  quota  of  ^ 
95,200  short  t^ns  under  these  a^eements,  which  expire  at  the  entiJ 
of  1974  and  which  are  due  to  be  replaced  by  a  new  arrangement  to    i 
be  negotiated  with  thf*  EEC.  It  is  hoped  that  Swaziland  will  continue 
to  have  an  otitlet  of  this  order  to  the  EEC  market.  It  is  also  selling 
some  44,000  short  tons  to  Canada  at  the  International  Sugar  Agree- 
ment prices,  as  well  as  small  amounts  to  Malawi  and  Zambia.  Do- 
mestic sah^  in  Swaziland  are  only  around  14,000  short  tons.  The 
sale  of  sugar  to  the  United  States  gives  a  planning  base  for  Swazi- 
land sugar  production  which  is  of  growing  importance. 

Specific  negotiations  on  sugar  in  the  EEC  have  not  yet  started, 
In  the  negotiations  on  trade  relations  generally,  the  EEC  has  ad- 
vanced certaJ]!  requii^ements  which  Swaziland  and  most  of  the  Com- 
monwealth nations  find  unacceptable.  These  involve  the  requirement 
that  preferential  ti'eatment  be  given  to  exports  to  those  countries 
from  the  EEC  members.  So  beyond  19T4  that  part  of  Swaziland  pro- 
duction which  for  many  years  has  been  covered  by  Commonwealth 
sugar  contracts  is  uncertain  as  to  disposition.  In  the  past,  Swaziland 
has  had  a  quota  under  the  International  Sugar  Agreement  and  was 
thus  able  to  sell  to  Canada  and  some  other  nations  under  that  agree- 
ment. The  International  Sugar  Agreement  expired  in  the  latter  part 
of  197^^,  The  only  new  agreements  reached  were  of  an  administrative 
character  and  did  not  cover  the  economic  problems  of  quotas,  prices, 
et  C4?tera,  So  there  is  uncertainty  about  new  quotas  that  might  be  al- 
located to  Swaziland  under  a  future  International  Sugar  Agreement. 
Urged  on  in  part  by  the  requirements  of  the  Swaziland  govern- 
ment, the  sugar  industry  must  firm  up  its  export  market  to  the  maxi- 
mum extent  possible.  It  believes  that  the  quota  requested  from  the 
United  States  will  be  sufficient  for  the  time  being  to  permit  continued 
planned  development  of  the  su£^r  industry  within  Swaziland  and  a 
eontinuation  of  the  support  that  the  sugar  industry  is  giving  the  J 
Swaziland  goyemment.  ■ 

The  time  may  well  come  when  the  U.S.  prices  will  again  be  higher" 
than  the  world -market  prices.  That,  of  course,  will  be  of  sjreat  in- 
terest. tx>  Swaziland  and  others  having  American  quotas.  Btit  given 
the  gap  between  world  consumption  and  tlie  world  production  of 
sugar,  with  consumption  still  growing  faster  than  production,  it  is 
possible  that  for  the  forseeable  future  U.S.  prices  will  still  be  less 
attractive  than  world  prices.  N'ot withstanding  this,  Swaziland — and 
T  suspect  many  nations — ^believes  that  it  is  in  their  long-term  in- 
tei^sts  to  maintain  their  quota  relationshin  with  the  United  States, 
and  prices  of  sugar  will  not  be  the  conti-olling  factor- 
Mr-  Chairman,  in  conclusion,  I  hope  that  this  statement  will  con- 
vince this  committee  that  the  quota  for  Swaziland  should  l^e  increased 
15,000  tons,  which  is  one  shipload  of  sugar,  I 
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change  in  quota  is  most  difficult  for  the  Committee,  but  we  believe 
the  increase  is  good  for  both  the  United  States  and  Swaziland. 

I  thank  you. 

[The  correspondence  referred  to  by  Mr.  Chambers  follows :] 

Appendix  1 

Congress  of  the  United  States, 

House  of  Repbesentatives, 
Washington^  D.C.,  May  5,  19tl, 
Hon.  William  P.  Rogers, 
Secretary, 

Department  of  State, 
Washington,  B.C. 

Dear  Mr.  Secretary:  I  have  long  been  convinced  that  one  of  the  most 
effective  things  that  we  in  the  United  States  could  do  to  assist  the  cause  of 
Black  Africans  is  to  make  a  special  effort  in  the  three  South  African  states 
in  closest  proximity  to  the  Republic  of  South  Africa;  Botswana,  Lesotho  and 
Swaziland. 

The  President  demonstrated  his  interest  in  these  countries  in  a  recent  mes- 
sage to  the  Congress  when  he  said,  "We  have  sought  to  provide  assistance 
and  encouragement  to  Botswana,  Lesotho  and  Swaziland  in  their  efforts  to 
prove  the  viability  of  multi-racial  societies  in  the  heart  of  Southern  Africa." 
I  am  sure  that  the  President's  statement  has  prompted  an  intensified  interest 
in  the  Department  of  State  to  assist  in  the  development  of  these  nations. 

As  you  know,  the  House  Committee  on  Agriculture  is  presently  considering 
the  extension  of  the  Sugar  Act  of  1&48  as  amended.  Although  I  understand 
that  of  the  three  countries  mentioned  by  the  President,  only  Swaziland  has 
a  major  interest  in  participating  in  the  U.S.  sugar  program.  The  subject  is 
of  vital  concern  to  that  nation,  and  Swaziland  has  asked  that  the  Congress 
increase  its  present  quota  to  30,000  tons  per  year.  This  increase  would  be  of 
enormous  assistance  to  the  country  and  would  seem  to  be  a  meaningful  way 
of  giving  effect  to  the  President's  statement. 

It  would  be  helpful  if  you  could  advise  me  as  to  whether  the  requested 
increase  falls  within  the  kind  of  assistance  contemplated  by  the  President's 
program. 

With  high  regard,  I  am 
Sincerely, 

F.  Bradford  Morse, 
Member  of  Congress, 

Appendix  2 

Department  of  State, 
Washington,  B.C.,  May  25,  1971. 
Hon.  Bradford  Morse, 
House  of  Representatives, 
Washingtomr,  B.C. 

Dear  Mr.  Morse:  The  Secretary  has  asked  me  to  reply  to  your  letter  of 
May  5,  1971,  in  which  you  ask  whether  the  requested  increase  in  Swaziland'>s 
sugar  quota  to  30,000  tons  per  year  falls  within  the  kind  of  assistance  con- 
templated by  the  President's  program  for  the  small  states  of  Southern  Africa. 
Of  course  the  main  purpose  of  the  Sugar  Act  is  to  attain  an  assured  supply 
of  sugar  for  the  United  States  at  stable  prices,  not  to  provide  financial  as- 
sistance to  foreign  countries.  Still,  the  fact  cannot  be  ignored  that  the  higher 
U.S.  sugar  price  results  in  an  effective  subsidy  to  suppliers  who  would  other- 
wise have  to  sell  on  the  world  market. 

The  Department's  general  view  of  the  foreign  relations  aspects  of  the  Sugar 
Act  is  set  forth  in  Assistant  Secretary  Katz's  statement  before  the  House 
Committee  on  Agriculture  on  May  6,  1971,  a  copy  of  which  is  enclosed.  In 
brief,  it  is  that  any  quota  changes  made  at  this  time  should  be  minimal  and 
that  the  new  Act  should  be  of  relatively  short  duration — ^perhaps  two  or 
three  years.   A   number   of  arrangements  governing   world   sugar   trade   are 
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sclieduled  to  be  terminated  or  reviewed  in  the  interim,  and  they  may  be  al- 
tered substantially.  However,  tiie  Department  has  suggested  certain  minor 
changes  to  be  made  now.  One  of  them  is  the  establishment  of  a  minimum 
quota  of  15,000  tons  a  year,  and  this  would  permit  Swaziland  to  double  its 
annual  shipments  to  the  United  States. 

A  further  increase  in  Swaziland's  quota,  to  30,000  tons  or  even  higher, 
would  be  desirable  for  many  reasons,  and  fully  in  keeping  with  the  President's 
program  for  Southern  Africa.  However,  the  Administration  has  not  recom- 
mended such  an  increase  as  it  might  arouse  hopes  for  widetspread  revisions  in 
other  quotas.  As  you  may  know,  some  three  dozen  countries  have  requested 
substantial  quota  increases,  totalling  well  over  a  million  tons.  Widespread 
revisions  would  not  be  consistent  with  the  Administration's  basic  position 
calling  for  minimal  changes. 

Some  have  suggested  that  the  Act  should  be  changed  to  provide  for  realloca- 
tion of  suspended  African  quotas  to  developing  countries  on  that  continent. 
At  present  suspended  African  quotas  are  reallocated  to  Western  Hemisphere 
countries,  and  suspended  quotas  of  Western  Hemisphere  countries  are  also 
reallocated  to  the  Western  Hemisphere.  This  is  a  source  of  resentment  in 
Africa.  The  suggested  change  would  provide  more  even-handed  treatment, 
and  at  the  same  time  tend  to  increase  Swaziland's  quota,  among  others,  al- 
though at  present  the  practical  impact  would  be  small.  Such  as  amendment 
might  fall  within  the  framework  of  minimal  changes  that  we  could  favor. 

I  hope  you  will  find  this  information  helpfuL  If  you  have  any  further  ques- 
tions, please  do  not  hesitate  to  call  on  me. 
Sincerely  yours. 

David  M.  Abshibe, 
Assistant  Secretary  for  Congressional  Relations, 

Mr.  Wampler.  Colonel  Chambers,  thank  you  for  your  testimony. 
If  you  will  be  kind  enough  to  stand  aside  until  after  the  next  presen- 
tation, we  will  ask  you  to  come  back  with  the  other  witnesses. 

Our  next  witness  is  Mrs.  Dina  Dellale,  who  is  executive  director 
of  the  Costa  Rican  Board  of  Trade. 

STATEMENT  OF  DINA  DELLALE,  EXECUTIVE  DIRECTOR,   COSTA 
RICAN  BOARD  OF  TRADE 

Ms.  T>^Tj,\j,T^,  ]Vfr.  Chairman  and  moml^ers  of  the  committee,  my 
name  is  Dina  Dell  ale.  I  am  the  executive  director  of  the  Costa  Rican 
Board  of  Trade.  I  am  appearing  here  on  behalf  on  the  sugar  industry 
of  Costa  Rica.  Costa  Rica,  it  is  true,  is  one  of  those  little  Latin  Ameri- 
can countries  but  there  is  a  difference  as  far  as  we  are  concerned,  and 
it  is  that  difference  I  would  like  to  present  to  this  committee. 

With  an  area  of  19,700  mi^,  th^  Republic  of  Costa  Rica  is  bounded 
on  the  north  by  Nicaragua,  on  the  east  by  the  Caribbean  Sea,  on  the 
southeast  by  Panama  and  on  the  west  by  the  Pacific  Ocean.  Its  land 
is  fertile  and  productive.  There  are  active  ports  on  both  oceans  to 
facilitate  its  international  trade  and  the  economy  is  primarily  agri- 
cultural. The  country  historically  has  been  called  a  nation  of  small 
farms.  In  this  era  of  upheavals,  riots,  and  revolutions,  Costa  Rica 
has  long  been  known  for  the  stability  of  the  government,  the  political 
maturity  of  its  population,  and  the  freedom  and  honesty  of  its  elec- 
tions. It  is  one  of  the  few  Latin  American  countries  with  a  firmly 
established  democratic  process  and  a  national  life  based  on  concepts 
of  equality  and  the  dignity  of  labor.  The  political  forces  are  direct 
and  uncomplex,  with  few  special  interest  or  pressure  groups.  Public 
opinion  is  an  influential  factor. 
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While  democracy  in  action  has  become  a  mere  slogan  in  many 
parts  of  the  world,  here  you  can  find  it  operating  daily  with  responsi- 
bility. The  President  walks  the  streets  of  the  capital,  San  Jose,  with- 
out fear  or  bodyguards.  The  widespread  distribution  of  wealth,  a, 
vigorous  agrarian  reform  that  finds  one  out  of  every  five  Costa  Ricans 
owning  his  own  land,  and  the  intensive  expansion  of  educational 
facilities  as  the  foremost  national  goal,  are  the  keys  to  why  Costa 
Rica  is  different. 

May  I  give  you  an  unusual  example.  Costa  Rica  is  one  of  the  few 
nations  in  the  world  that  has  renounced  the  maintenance  of  an  army. 
With  a  great  sense  of  the  practical,  the  constitution  of  1949  decreed 
that  money  formerly  invested  in  a  military  establishment  would  go 
to  building  schools,  and  all  weapons  were  exchanged  in  the  United 
States  for  plows  and  tractors.  Education  is  a  positive  obsession  in 
Costa  Rica.  There  are  2,379  elementary  schools  with  350,000  children 
attending.  The  beautiful  complex  of  the  University  of  Costa  Rica  has 
an  enrollment  of  25,000  students.  The  academic  standing  of  the 
English  language  is  veiy  high.  This  is  in  a  nation  of  1,9(X),000  citi- 
zens. With  no  army,  navy,  or  air  force,  security  is  limited  to  town  and 
village  police  and  the  civil  guard.  It  is  clear  to  all,  Costa  Rica  has 
no  aggressive  intent  or  military  pretensions  and  the  country  has  es- 
caped dictatorships,  turbulence,  and  anarchy.  It  has  earned  a  re- 
spected place  in  the  family  of  nations.  No  Costa  Rican  president  ever 
built  a  monument  to  himself  or  a  lavish  building  in  which  to  live.  To 
be  a  citizen  is  a  source  of  pride  and  that  spirit  is  reflected  in  their 
leaders. 

At  the  beginning  of  1974  Costa  Rica  began  its  tenure  as  an  elected 
member  to  the  Security  Council.  At  the  same  time  it  assumed  the 
presidency  of  this  main  executive  organ  of  the  United  Nations.  Thus 
a  twofold  honor  and  double  responsibility  was  placed  on  the  shoul- 
ders of  this  small  democracy  which  had  by  its  domestic  conduct  and 
its  international  activities  contributed  to  the  maintenance  of  world 
peace  and  economic,  social,  and  cultural  cooperation  among  nations, 
respecting  the  equality  and  self-determination  of  all  peoples.  The 
country's  relations  with  other  nations  have  been  placid  and  friendly. 
Two  principal  bulwarks  of  its  foreign  policy  are  its  commitment  to 
western  democracy  and  rejection  of  dictatorial  or  undemocratic  gov- 
ernments. Costa  Rica  is  against  all  forms  of  despotism,  whether  of 
the  right  or  left,  and  has  been  willing  to  take  a  forceful  stand  in 
support  of  its  convictions.  It  was  the  first  nation  in  the  Western 
Hemisphere  to  declare  war  in  World  War  II.  Relations  with  the 
United  States  have  traditionally  been  warm  and  cordial,  attributed 
in  large  part  to  a  sincere  mutual  respect  for  shared  democratic  tradi- 
tions. The  two  countries  have  never  had  a  major  disagreement  and 
Costa  Rica  has  consistently  supported  U.S.  policies. 

Costa  Rica's  greatest  resource  is  its  people.  This  stable  and  sturdy 
country  is  best  expressed  through  them.  No  one  can  fail  to  be  im- 
pressed with  the  intelligence  of  its  citizens.  There  has  never  been  any 
large  wealthy  aristocracy  or  marked  class  differences  to  generate  dis- 
like. Rather,  the  national  climate  is  one  that  fosters  decency,  gen- 
erosity, and  concern  for  others.  The  influence  of  its  own  history  can 
be  seen  in  the  value  placed  on  work  and  education.  The  favorite  char- 
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acter  is  not  the  aristocratic  conquistador  but  the  independent,  middle- 
class  worker  who  toils  his  own  land. 

On  February  3  of  this  year,  these  literate,  industrious  people  quiet- 
ly went  to  the  polls  and  from  eight  freely  chosen  candidates,  elected 
a  new  president,  a  process  that  has  been  consistently  repeated  since 
the  first  truly  free  and  honest  election  in  1889.  Daniel  Oduber  will 
assume  the  presidency  in  May,  1974  with  every  right  to  believe  he 
will  serve  his  4  year  term  in  peaceful  co-existence  with  his  opposition. 
I  have  stressed  the  character  and  behaviour  of  the  Costa  Eican  peo- 
ple to  show  the  committee  that  there  exists  a  real  difference  political- 
ly and  socially.  Now  I  will  present  the  economic  difference. 

As  a  country  with  an  overwhelmingly  agricultural  economy,  the 
major  part  of  their  income  is  derived  from  the  exports  of  what  is 
produced.  Commerce  and  foreign  trade  are  efficiently  organized,  and 
transportation  facilities  are  well  developed  and  continually  expand- 
ing. The  United  States  is  the  primary  trading  partner.  Revenues  do 
not  constitute  the  patrimony  of  a  few  but  belong  to  the  majority  of 
the  population  since  the  distribution  of  land  and  wealth  is  more  equit- 
able here  than  elsewhere  in  the  Western  Hemisphere.  Costa  Rica  has 
experienced  one  of  the  highest  population  growth  rates  anywhere  in 
the  last  several  decades — the  combination  of  a  consistently  high  birth 
rate  and  an  ever  declining  death  rate.  Its  economy  is  also  one  of  the 
fastest  growing  in  the  world  for  they  are  compelled  to  produce  on  a 
larger  scale,  to  extend  their  markets,  and  to  follow,  perhaps  more 
quickly  than  most  latin  countries,  the  pace  of  progress.  It,  therefore, 
became  necessary  many  years  ago  to  substitute  the  monoculture  of 
coffee  with  a  diversification  of  agricultural  activities'to  maintain  and 
increase  their  standard  of  living  which  is  the  highest  in  Central 
America. 

Costa  Rica  has  a  record  of  steady  economic  progress.  Clearly,  a 
country  of  such  natural  richness  and  with  so  extraordinary  a  people 
puts  fresh  meaning  into  the  overworked  word  opportunity.  There 
are  no  restrictions  against  private  investment  and  the  list  of  Ameri- 
can businesses  freely  operating,  small  and  large,  is  long.  For  the 
citizens  of  the  United  States  are  genuinely  liked  here  and  are  warmly 
welcomed. 

Sugar  is  considered  the  most  important  expanding  food  crop  in 
the  country.  It  provides  more  energy  to  the  diet  and  more  income  to 
the  farmer  than  any  other  food.  Exports  began  in  1958,  at  which  time 
Costa  Rica  became  one  of  the  countries  participating  in  the  U.S. 
Sugar  Act.  Since  then  sugar  has  become  one  of  the  country's  major 
export  dollar  earners  with  half  of  all  production  being  exported. 

Mr.  Chairman,  since  1960  when  I  first  appeared  before  this  com- 
mittee and  you  were  its  vice-chairman,  Costa  Rica,  at  that  time,  was 
shipping  to  the  United  States  a  quota  of  3,000  tons.  Then,  I  laid 
before  the  committee  a  plan  of  controlled  expansion  and  it  is  with 
great  pride  I  can  tell  you  today  we  are  right  on  the  target  of  where 
we  said  we  would  be  in  1960.  In  fact,  during  1963  and  1964  when 
prices  soared  in  the  world  market,  this  small  nation,  at  a  tremendous 
financial  sacrifice,  was  the  first  of  all  quota  countries  to  speak  up, 
pledging  her  entire  exportable  production  of  approximately  72,000 
tons  to  the  U.S.  consumer. 
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Our  expansion  was  living  up  to  its  goal  even  then.  In  the  begin- 
ning of  the  new  act  of  1972  we  have  shipped  over  100,000  tons  in 
that  year  and  in  1973,  and  we  are  pledged  for  that  amount  for  this 
year.  At  all  tunes  we  have  filled  not  only  our  quota,  our  deficits 
allocation,  but  we  have  also  participated  to  the  maximum  of  our 
ability  in  the  first-come,  first-served  actions  of  the  U.S.  Department 
of  Agriculture.  In  fact,  Costa  Rica  was  the  first  country  to  an- 
nounce its  participation  in  the  first-come,  first-served  of  1973. 
This  year  a  similar  action  by  the  USDA  hajB  seen  us  again  pledging 
a  substantial  amount  of  sugar  to  assist  the  United  States  in  a  time 
when  it  needs  this  notwithstanding  the  higher  world  price.  We  are 
the  only  country  in  Central  America  that  pledged  sugar  under  these 
two  first-come,  first-served.  I  am  sure  the  committee  recognizes  the 
differential  in  price  we  have  absorbed  in  building  this  long  per- 
formance record.  The  integrity  of  the  sugar  industry  of  Costa  Rica 
demanded  such  action,  for  to  them  the  Sugar  Act  is  a  two-way  street, 
entitled  to  a  mutual  respect  that  is  especially  important  in  relations 
between  large  and  small  nations. 

Sugarcane  is  grown  mostly  on  small  farms,  in  contrast  to  other 
latin  countries  where  large  sugar  farms  exist.  There  are  more  than 
37,000  sugar  farmers  in  the  country,  over  16,000  of  whom  have  less 
than  8  acres  planted  in  sugar.  Some  53  percent  of  these  farms  are 
less  than  34  acres  and  90  percent  are  less  than  170  acres.  There  are 
26  mills.  Counting  the  families  of  the  sugarcane  farmers  and  em- 
ployed laborers,  one-tenth  of  the  population  depends  on  sugar  for  a 
livelihood. 

The  sugar  industry  of  Costa  Rica  is  governed  by  an  organization 
created  by  law.  This  Agricultural-Industrial  Sugar  Cane  Associa- 
tion is,  in  turn,  governed  by  a  general  assembly,  made  up  of  rep- 
resentatives of  the  sugarcane  growers  and  sugar  mills.  The  adminis- 
trative body  is  a  board  of  directors,  made  of  two  members  appointed 
by  the  Government,  two  by  the  Association  of  Sugar  Producers,  one 
by  the  Sugar  Cane  Association  of  the  Pacific  Area,  and  another  one 
by  the  Sugar  Cane  Assocation  of  the  Atlantic  area. 

The  mam  responsibilities  of  the  association  are  to : 

1.  Determine  the  production  quotas  for  domestic  consumption; 

2.  Distribute  export  quotas  among  the  mills; 

3.  Fix  the  minimum  quantities  of  cane  that  must  be  bought  by  the 
mills  from  independent  growers ; 

4.  Inspect  and  control  sugar  production  in  quality ; 

5.  Purchase,  store,  distribute,  and  sell  the  sugar  produced.  Our 
warehouses  are  new  and  insulatied; 

6.  Pay  the  mills  for  the  sugar  produced,  the  final  price  resulting 
from  sales  of  sugar  and  molasses  in  Costa  Rica  and  the  United 
States; 

7.  Ajid  I  call  the  committee's  attention  to  the  fairness  of  this 
item  which  is  to  fix  the  prices  the  mills  must  pay  independent  pro- 
ducers for  the  cane  bought  from  them  according  to  the  laws  and  regu- 
lations already  established.  In  other  words,  the  sugar  mills  make  a 
contract  with  the  cane  producers  before  the  cropj  is  harvested.  If 
there  is  a  further  profit  it  is  equitably  shared  with  the  cane  pro- 
ducers aind  if  there  is  a  loss  from  the  original  established  price,  that 
loss  is  absorbed  by  the  Association  of  Sugar  Producers. 
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No  mill  is  under  the  obligation  to  belong  to  the  association,  but 
it  does  have  to  pay,  nevertheless,  the  independent  growers  at  least 
the  same  price  as  members  do  for  cane  of  similar  quality.  Manuel 
Jimenez,  who  is  president  of  the  Association  of  Sugar  Producers, 
has  received  mail  from  all  over  the  world  asking  for  information  on 
how  we  have  organized  our  whole  sugar  industry.  The  success  of  the 
way  it  is  run  has  been  widespread  and  many  countries  have  followed 
our  example.  Social  benefits  to  the  workers  are  better  organized 
and  higher  than  most  countries  participating  in  the  Sugar  Act.  A 
new  law  has  just  been  passed  giving  a  subsidy  to  any  worker  making 
less  than  1200  Colonnes  a  month  ($160.00)  for  his  children  to  help 
pay  for  food,  medical  treatment,  and  education.  This  is  besides  the 
minimum  wage  and  the  money  comes  from  10  percent  on  the  pay- 
rolls paid  in  the  country.  Stable  and  reasonable  wages  cannot  be 
maintained  without  an  assured  and  growing  place  in  the  U.S. 
market — this  place  not  to  retreat  from  the  one  we  have  earned  by 
consistent  and  full  performance. 

When  I  ask  the  committee  to  consider  the  difference  of  Costa 
Rica,  I  respectfully  request  you  to  consider  Costa  Rica  singly  on 
her  own  merits  and  performance.  We  have  come  before  this  com- 
mittee since  1960  truthfully  putting  our  plans  for  controlled  expan- 
sion and  our  performance  record  in  jrour  hands.  Camouflage  has 
never  been  needed  to  cover  any  unethical  practices.  Since  the  be- 
ginning of  the  new  act  in  January  1972  to  the  present  day,  all  the 
basic  quota  and  allocated  deficits  given  to  Costa  Rica  have  been  filled 
fully. 

Costa  Rica  wishes  to  stress  its  performance  record  to  the  com- 
mittee. It  has  been  an  extraordinary  record  for  a  country  of  any  size 
and  our  expansion  plans  for  the  next  5  years  have  already  been  ap- 
proved. I  am  instructed  to  inform  you  that  ^vermnent  and  private 
industry  together  have  created  a  fund  for  1974  to  1980  of  76  million 
dollars.  Two  new  large  mills  will  be  built  and  already  progress  is 
being  made  in  obtaining  the  land  where  they  will  be  located.  Already 
in  work,  and  scheduled  to  be  finished  in  1975,  is  a  bulk-load  terminal 
relocating  warehousing  to  the  west  coast  instead  of  in  the  center  of 
the  country.  The  terminal  is  being  built  with  100  percent  U.S.  ma- 
terials throughout.  It  will  add  enormously  to  the  efficiency  of  our 
shipments  to  the  United  States.,  and  will  cut  considerably  the  load- 
ing and  shipping  time.  At  present  it  is  4^^  to  5  days  shipping  time 
to  the  United  States.  Costa  Rica  has  always  shipped  earlier  rather 
than  late  and  has  never,  in  the  past,  the  present,  or  the  future, 
employed  delaying  tactics  in  order  to  borrow  ahead  from  next  year's 
erop.  We  do  maintain  stocks  in  order  to  be  prepared  to  fulfill  all 
our  obligations  under  the  Sugar  Act,  as  well  as  having  standby 
sugars  for  emergency.  At  all  times  we  have  cooperated  with  the 
USDA  in  our  shipping  schedule  and  our  ports  of  deembarkation. 
We  have  outperformed  every  country  who  is  below  us  percentage- 
wise in  the  Sugar  Act,  as  well  as  several  that  have  been  consider- 
ably above  us  in  the  amount  of  their  quota.  Costa  Rica  has  earned 
the  right  to  request  this  committee  for  a  quota  of  150,000  tons 
and  the  No.  5  rank  in  the  Western  Hemisphere  suppliers.  An  im- 
mediate case  of  an  example  is  the  small  response  to  the  recent  action 
of  the  USDA  of  first  come,  first  served  of  500,000  tons  in  1974.  I 
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asked  the  committee  to  note  carefully  those  countries  who  have  re- 
sponded to  this  request  and  those  who  have  not  but  are  shipping 
to  the  world  market  at  a  higher  price.  You  will  find  Costa  Kica  m 
the  small  group  that  has  responded.  We  will  never  participate  in 
world  market  sales  unless  the  United  States  denies  entry  to  our 
sugars.  It  is  for  this  reason  that  I  am  asking  for  such  an  increase  in 
our  quota  to  enable  us  to  have  the  security  in  the  future  of  being 
one  of  the  constant  and  willing  suppliers  to  the  United  States.  We 
are  grateful  for  the  committ^'s  assistance  during  the  past  years 
in  making  the  sugar  industry  of  Costa  Rica,  a  vital  growing  force 
in  the  economy  of  the  country.  Without  it,  there  would  have  come 
unemployment,  poverty,  and  stagnation. 

The  year  1950  was  the  last  time  the  country  had  a  favorable  bal- 
ance of  trade;  imports  have  exceeded  exports  ever  since.  On  a  per 
capita  value  basis  Costa. Rica  is  the  third  largest  importer  from 
the  United  States  in  Latin  America.  The  framework  oi  the  future 
has  firmly  been  put  in  place  but  this  year  and  next,  and  the  year 
afteri.  and  some  years  more,  Costa  Rica,  needs  every  dollar  agricul- 
tural exports  bring  to  buy  manufactured  goods  in  the  United  States. 
To  wage  trade,  not  war,  is  the  goal  of  the  nation. 

Costa  Rica  asks  the  committee  to  include  the  following  provision 
in  the  new  Sugar  Act: 

AVhenever  a  country  under  the  Sugar  Act  has  fulfilled  its  total 
obligations  of  (juota  and  deficit  allocations,  then  goes  further  to  par- 
ticipate in  actions  of  the  U.S.  Department  of  Agriculture  to  ship 
additional  tonnage  to  the  United  State^,  it  has  a  choice  of  incpe»asing 
permanently,  or  not,  its  basic  quota  to  the  amount  of  20  percent  of 
what  is  shipped  above  its  quota  and  deficits.  This  to  take  place  in 
the  following  year. 

Such  a  provision  is  in  the  interests  of  all  countries  dedicated  to 
a  better  life  for  its  citizens. 

Mr.  Chairman,  Costa  Rica  has  come  before  you  and  this  com- 
mittee believing  in  the  genuine  understanding  of  its  problems  and 
hopes,  and  that  visible  evidence  will  result  from  our  mutual  friend- 
ship. We  have  always  spoken  with  truth,  with  facts  and  figures,  a;nd 
with  future  plans.  We  want  to  continue  to  buy  from  the  United 
States,  but  we  want  to  pav  for  what  we  purchase  with  money  that 
is  earned;  not  borrowed.  A  c[uota  of  150,000  tons  for  Costa  Rica  in 
the  new  legislation  will  bring  many  mutual  advantages  and  her 
sugar  industry  will  continue  to  contribute  to  the  welfare  of  its 
countiy  and  to  the  price  protection  of  the  American  consumer. 

The  provision  I  mentioned  above  has  within  it  the  seeds  of  fair- 
ness for  those  countries  who  come  forward  to  assist  in  times  of  need. 
Costa  Rica  has  done  this  often  in  the  past  with  absoluteljr  no  recog- 
nition and  it  will  become  harder  in  the  future  to  maintain  our 
policy  if  there  is  no  gesture  on  the  part  of  the  United  States  which 
acknowledges  the  extent  of  our  endeavors  to  be  a  good  participant  in 
the  U.S.  Sugar  Act. 

Mr.  Chairman,  members  of  the  committee,  Costa  Rica  is  a  small 
nation  but  her  capacities  are  large  for  democracy,  for  work,  and 
for  friendship.  I  thank  the  committee  for  its  attentions. 

Mr.  Wampler.  Thank  you,  Mrs.  Dellale.  If  you  will  be  kind 
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enough  to  remain  seated,  I  will  ask  the  gentlemen — Mt,  O'Donnell, 
Mr.  Seeger,  and  Colonel  Chambers — to  return  for  questions. 

Are  there  members  who  desire  to  ask  questions  of  the  witnesses? 

Mr.  DE  LA  Garza  Mr.  Chairman. 

Mr.  Wampler.  Mr.  de  la  Garza. 

Mr.  DE  LA  Garza.  Mr.  Chairman,  thajik  you.  I  guess  we  should  go 
ladies  first,  Mr.  Chairman. 

Ms.  Dellale,  I  was  very  interested  in  your  comment  about  the 
first-come,  first-served  participation  of  Costa  Rica.  Did  you  mention 
the  amount  that  Costa  Rica  provided  ? 

Ms.  Dellale.  No,  sir,  I  did  not,  but  I  have  it  here  with  the  other 
amounts.  Costa  Rica  provided  in  1973,  in  October,  when  the  first 
first  come,  first  served  was  announced,  15,102  tons.  In  1974,  we  pro- 
vided 16,640  tons. 

Mr.  DE  LA  Garza.  Would  you  know  what  other  countries  con- 
tributed? 

Ms.  Dellale.  Yes,  sir,  I  do. 

Mr.  DE  LA  Garza.  Do  you  have  amounts  for  them? 

Ms.  Dellale.  Yes,  I  do,  sir.  They  are  not  very  many,  so  if  you 
will  allow  me,  I  will  read  them  to  you. 

Mr.  DE  LA  Garza.  Surelj. 

Ms.  Dellale.  In  1973,  m  OctobeP,  the  Dominican  Republic,  17,510 
tons;  Costa  Rica,  15,102  tons;  Belize,  5,746  tons;  Australia,  41,177 
tons;  South  Africa,  2,934  tons;  Mauritius,  14,544  tons;  Swaziland, 
264  tons;  Thailand,  246  tons. 

In  1974  the  Dominican  Republic  is  supplying  174,224  tons — 
excuse  me,  sir,  that  first  figure  is  from  Brazil.  The  West  Indies  is 
supplying  84,185  tons;  Costa  Rica  16,640  tons;  Belize,  4,614  tons; 
and  IVIauritius  is  supplying  12,812  tons  for  a  total  of  282,475  tons. 

Mr.  DE  LA  Garza.  Thank  you  very  much.  I  am  sorry  to  have  both- 
ered you.  I  did  not  know  that  we  have  a  list  available,  but  I  would 
have  wanted  to  put  it  in  the  record  at  any  rate. 

I  was  interested  in  your  comment,  Ms.  Dellale,  about  the  bulk 
load.  You  said  it  is  being  built  with  100  percent  U.S.  materials  or 
100  percent  U.S.  funding? 

Ms,  Dellale.  Xo.  sir,  it  is  being  built  with  1200  U.S.  materials 
which  have  been  obtained  from  Barber-Griene  of  Buffalo,  N.Y. 

Mr.  DE  la  Garza.  An  American  company  is  supplying  100  percent 
of  all  the  materials? 

Ms.  Dellale.  That  is  correct,  sir,  and  our  feasibility  study  was 
done  by  Borg- Warner  of  Aurora,  111.  It  is  United  States  throughout. 

Mr.  DE  LA  Garza.  Thank  you  very  much,  ma'am. 

Colonel  Chambers,  did  you  mention  the  amount  that  you  feel 
Swaziland  could  provide  further? 

Colonel  Chambers.  You  mean  in  1974,  sir? 

Mr.  DE  la  Garza.  Yes. 

Colonel  Chambers.  Yes,  We  have  on  February  22.  in  our  letter 
offered  74,000  tons.  But  the  delivery  time  on  that,  sir,  is  June,  In 
other  words,  out  of  the  some  200,000  tons  left  from  the  500,000  tons 
they  asked  for,  we  hope  that  this  570,000  tons  will  be  accepted.  That 
is  in  addition  to  the  quota  sugar  that  we  have  delivered  during  this 
year. 
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Mr.  DE  LA  Garza.  Then  my  understanding  is  that  you  waiit  to 
increase  your  allocation  by 

Colonel  Chambers.  We  asked  for  an  increase  in  our  permanent 
quota,  sir,  of  15,000  tons. 

Mr.  DE  LA  Garza.  Thank  you  very  much,  sir. 

I  would  like  to  welcome  the  Ambassador  here  today.  I  visited 
Swaziland  and  was  very  much  impressed  with  their  interest  in  bet- 
tering the  community  life  in  that  country. 

Thank  you,  Mr.  Chairman. 

Mr.  Wampler.  The  gentleman  from  Illinois? 

Mr.  FiNDLEY.  Thank  you,  Mr.  Chairman.  I  have  two  questions  for 
each  witness.  I  will  start  with  Mr.  O'Donnell. 

Would  you  tell  us  what  the  average  hourly  income  of  fieldworkers 
— ^that  is,  in  sugarfields — including  fringe  benefits  is  at  the  present 
time? 

Mr.  O'Donnell.  The  average  fieldworker,  it  would  be  ha1:d  to  de- 
termine because  a  lot  of  it  is  on  piece  rate.  I  believe  I  have  covered 
the  labor  in  the  back  part  of  my  statement. 

Mr.  FiNDLEY.  Well,  you  have  percentage  changes,  but  that  does 
not  tell  what  they  are  getting. 

Mr.  Myers.  In  the  longer  statement,  they  have  the  wages  and  a 
rather  thorough  statement  of  the  fringe  benefits.  It  has  not  been 
worked  out  on  an  hourly  basis. 

Mr.  FiNDLEY.  Is  it  on  a  daily  basis? 

Mr.  Myers.  The  wages  are  on  a  daily  basis.  The  fringe  benefits 
range  all  the  way  from  bonuses  to  social  services,  housing,  various 
types  of  subsidies  for  education  and  the  like,  and  a  tremendous 
retirement  and  death  benefit.  As  you  will  see,  it  goes  up  to  months 
per  year  of  service  as  in  the  death  benefit. 

Mr.  FiNDLEY.  I  will  look  into  that,  then. 

Mr.  O'Donnell,  under  public  law,  lobbyists  are  required  to  register 
with  the  Clerk  of  the  House  of  Bepresentatives.  Are  you  registered  ? 

Mr.  O'Donnell.  Yes,  sir. 

Mr.  FiNDLEY.  What  is  the  date  of  your  registration,  or  the  ap- 
proximate date? 

Mr.  O'Donnell.  My  registration  as  required  by  the  Clerk  of  the 
House  for  the  Philippine  Sugar  Institute. 

Mr.  FiNDLEY.  For  what  period  of  time?  How  recently  have  you 
been  registered? 

Mr.  O'Donnell.  Every  quarter  you  register. 

Mr.  FiNDLEY.  Every  quarter?  Thank  you. 

Xow,  Mr.  Seeger,  can  you  tell  me  what  the  average  hourly  income 
of  fieldworkers,  including  fringe  benefits,  is  in-  Peru  ? 

Mr.  Seeger.  I  cannot.  The  only  thing  I  can  say  is  in  my  state- 
ment. The  reason  I  cannot  state  this  is  because  the  fringe  benefits 
come  in  a  whole  variety  of  forms,  as  they  do  in  a  number  of  other 
countries,  in  the  form  of  housing  and  a  series  of  other  benefits.  The 
point  is  that  the  sugar  and  production  facilities  in  Peru  are  owned 
by  workers  cooperatives.  Every  dollar  of  U.S.  payments  goes  either 
into  reinvestment  in  sugar  facilities  or  related  facilities,  taxes,  or 

in  workers  bonuses.  So  there  is  no  bleed-off  of  the  funds.  But  I  do 

not  have  a  dollar  figure  for  you. 
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Mr.  FiNDLEY.  Can  you  tell  us  what  the  average  annual  income  of 
supfar  fieldworkers  is  in  Peru  ? 

Mr.  Seeger.  No,  sir,  I  cannot. 

Mr.  FiNDLEY.  Or  monthly  or  daily? 

Mr.  Seeger.  I  cannot. 

Mr.  FiNDLEY.  Are  you  registered  with  the  Clerk  of  the  House  of 
Eepresentatives  ? 

Mr.  Seeger.  Yes,  I  am. 

Mr.  FiNDLEY.  Colonel  Chambers,  can  you  tell  me  what  the  average 
hourly  income  of  fieldworkers  in  Swaziland  is? 

Colonel  Chambers.  Mr.  Findley,  at  the  risk  of  being  facetious, 
sir,  we  do  not  mention  hourly  rates  there.  We  talk  in  terms  of  a 
daily  rate.  The  average  daily  rate  including  the  benefits  is  around 
$3.00  or  $3.50  per  day.  It  would  be  most  difficult,  sir,  to  give  you 
an  hourly  rate.  And  I  am  registered,  sir,  have  been  continuously 
for  some  years. 

Mr.  FiNDLEY.  You  are  registered  with  the  Clerk  of  the  House  of 
Representatives. 

Colonel  Chambers.  Yes. 

Mr.  FiNDLEY.  Thank  you. 

Ms.  Dellale,  could  you  give  us  the  average  hourly  income  of  field 
workers  or  average  daily  income  of  field  workers  for  Costa  Rica? 

Ms.  Dellale.  Yes,  sir,  I  can. 

Mr.  FiNDLEY.  What  are  they  ? 

Ms.  Dellale.  I  will  give  you  the  lowest  minimum  wage  on  the 
farms  because  we  have  a  graduate  wage  as  the  job  requires.  In  other 
words,  a  cutter  of  cane  receives  less  than  the  driver  of  the  cane 
truck.  This  is  a  progressive  thing.  But  the  lowest  wage  in  the  Costa 
Eica  sugar  industry  is  $2.95  an  hour  without  social  benefits.  We 
again,  by  law,  have  to  have  one-half  that  amount  given  to  them  in 
social  benefits  plus  the  government  has  recently  passed  a  law  wherein 
the  sugar  industry,  every  farm  worker  who  does  not  make  more 
than  1200  colonos  is  then  given  for  each  one  of  his  children  a 
subsidv  to  finance  their  education  and  for  their  food. 

Mr.  FiNDLEY.  The  figure  you  gave  me  was  average  daily  income, 
is  that  correct? 

Ms.  Dellale.  That  is  right,  sir. 

Mr.  FiNDLEY.  That  would  be  $2.95  plus  one-half  in  social  benefits, 
or  about  $4.50  per  day,  plus  some  additional  benefits? 

Ms.  Dellale.  Plus  the  government  benefits. 

Mr.  FiNDLEY.  That  would  be  approximately  how  much  per  week? 

Ms.  Dellale.  Well,  it  is  a  graduated  amount.  First  it  depends  on 
how  many  children  you  have.  You  get  a  certain  amount  for  each 
child.  Then  if  you  have  an  income  above  that,  you  do  not  receive  it. 
It  is  to  bring  everybody  up  to  the  same  sustenance  level. 

Mr.  FiNDLEY.  iks.  Dellale,  are  you  registered  with  the  Clerk  of 
the  House? 

Ms.  Dellale.  Yes,  sir. 

Mr.  FiNDLEY.  Thank  you,  Mr.  Chairman. 

Mr.  Wampler.  The  gentleman  from  North  Carolina. 

Mr.  Jones.  Ms.  Dellale,  you  testified  that  there  are  some  16,000 
small  farms  with  8  acres  or  less.  What  would  be  the  income  to  these 
small  farmers  based  on  current  price? 
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Ms.  Dellale.  Sir,  the  price  of  sugar,  as  you  know,  is  a  little  bit 
viable.  You  cannot  tell.  We  do  have  a  situation  in  our  organizations 
that  is  just  this.  I  have  mentioned  it  in  my  statement.  I  will  read  it 
to  you: 

"I  call  the  Committee's  attention  to  the  fairness  of  this  item  which 
is  to  fix  the  prices  that  the  mills  must  pay  independent  producers  for 
the  cane  bought  from  them  according  to  the  laws  and  regulations 
already  established.  In  other  words,  the  sugar  mills  make  a  contract 
with  the  cane  producers  before  the  crop  is  harvested.  If  there  is 
further  profit,  it  is  equitably  shared  with  the  cane  producers  and  if 
there  is  a  loss  from  the  original  established  price,  that  loss  is  absorbed 
by  the  Association  of  Sugar  producers." 

Sir,  we  cannot  tell  what  the  price  is  until  the  end  of  the  year,  but 
every  small,  independent  farmer  shares  in  my  profit  that  comes  to 
the  association. 

Mr.  Jones.  I  was  very  interested  in  your  statement  because  in  the 
district  that  I  represent,  the  small  farmer  is  almost  extinct,  gone  out 
of  business.  I  was  wondering  how  long  these  people  could  survive. 

Thank  you  very  much. 

Ms.  Dellale.  Thank  you  very  much,  sir. 

Mr.  Wampler.  The  gentleman  from  South  Dakota. 

Mr.  Denholm.  Thank  you,  Mr.  Chairman. 

Any  one  of  you  may  respond  to  my  questions.  I  understand  that 
there  was  a  meeting  in  Geneva  last  year.  Did  all  of  the  countries 
that  produce  sugar  attend  that  meeting?  Were  any  of  you  there  and 
did  any  of  you  attend  that  meeting  ? 

Ms.  Dellale.  Yes,  sir,  I  was. 

^^r.  Denholm.  Did  vou  attend  the  meeting  in  Geneva? 

Ms.  Dellale.  Yes,  sir. 

Mr.  Denholm.  Did  that  concern 'the  international  sugar  market 
and  was  the  U.S.  Sugar  Act  discussed  at  that  meeting? 

Ms.  Dellale.  Yes,  sir,  the  U.S.  Sugar  Act  was  discussed  under 
the  heading  of  Special  Arrangements.  I  might  add  that  I  was 
definitely  there  and  I  was  a  member  of  one  of  the  working  groups. 
At  one  point,  I  found  I  was  discriminated  a.<i^ainst  because  I  am  n 
member  of  the  U.S.  Sugar  Act.  In  fact,  Canada  even  told  me  that  I 
would  have  to  choose  between  beii^n  a  member  of  the  International 
Agreement  and  a  member  of  the  U.S.  Sugar  Act. 

Mr.  Denholm.  Is  there  an  international  sugar  agreement  now? 

Ms.  Dellale.  There  is,  sir,  but  with  no  economic  provisions.  They 
were  not  able  to  reach  any  agreement  on  pric6  levels. 

Mr.  Denholm.  I  have  repeatedly  inquired  of  various  witnesses 
about  the  international  market  for  sugar.  Is  it  real?  Do  any  of 
you  have  an  opinion  as  to  the  credibility  of  the  world  market? 

Ms.  Dellale.  Yes,  sir.  As  a  matter  of  fact,  after  my  little  brush 
with  Canada,  I  found  it  necessary  to  make  a  short  explanation  of 
what  the  international  world  market  is.  It  is  a  residue,  almost  a 
dumping  ground,  for  17  percent  of  the  world's  sugar.  I  made  this 
s?)e(Hh  exf'-e^^ely  pmall  and  very,  I  hope,  informative,  and  if  I  would 
be  allowed,  I  would  like  to  send  it  to  you,  Mr.  Congressman,  and  I 
would  like  to  have  it  entered  into  the  record. 

Mr.  Denholm.  Do  you  have  a  copy  of  it  with  you  ? 
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Ms,  Dellai^,  I  am  sorry,  sir^  I  do  not.  May  I  send  it  in  and  send 
it  for  the  record? 

Mr.  Dexholm.  Mr*  Chairman,  I  ask  unanimous  consent  that  a  copy 
of  that  address  by  the  witness  be  obtained  for  thes  file. 

Mr.  Wamph^er.  Without  objection,  it  will  be  entered  in  the  com* 
mittee  files  if  the  witness  will  be  kind  enough  to  supply  it. 

Ms*  Dellaus.  Thank  you,  I  will,  sir. 

(  Tlip  Rddress  referred  to  will  he  found  on  p.  546.) 

Coh  Cha]^ibers.  Mr.  Denholm,  may  I  say  this?  The  lack  of  under- 
standing about  what  we  call  the  free  world  market  for  su^ar  really 
surprises  me  at  times.  We  did  do  some  checking  here  last  week  to 
find  out  what  the  current  thinking  is  and  on  the  production  level, 
world wide^Bl  million  tons — the  figures  we  have  been  given  from  the 
goTemnient.  They  assume  that  about  60  million  tons  go  into  con- 
sumption by  the  countries  that  produce  that  sugar  and  another  10l^ 
million  tons^ — this  is  slightly  different  but  the  numbers  are  close 
enough— 1014  iriillion  tons  are  sold  in  the  preferential  markets,  which 
would  include  the  U.S.  Sugar  Act  quotas,  which  leaves  available  only 
another  10^/^  million  tons  for  sale  in  the  free  world  market.  It  is  a 
residual  market^  and  of  coui^e,  it  is  highly  volatile  to  any  change 
that  comes  either  to  increase  or  decrease  consumption, 

Mr.  Denholm*  WelK  do  you  think  that  the  world  market  on 
sugar  is  real  in  the  sense  that  it  has  any  stability  ? 

Ms.  Dellale.  No,  sir,  it  has  absolutely  no  stability  at  all,  as  w< 
are  now  seeing. 

Mr.  Dexholm,  Does  it  represent  a  small  portion  of  the  total  sugar 
in  the  world  market? 

Ms,  Dei.iale.  Seventeen  percent,  sir. 

Colonel  Chambers.  Yes,  sir.  If  you  added  in  the  imports  that  come 
into  thf^  Ignited  Stiifes  through  Our  Sugar  Act.  ym\  would  f^till  have 
around  15  or  16  million  tons  so-called  world  market.  And  that  is  a 
YBry  small  fraction  of  the  amounts  produced  in  the  world. 

Mr.  Dexholm.  Thank  you. 

Ms.  Dellale,  you  made  a  recommendation  in  your  statement  this 
morning  that  is  different  than  anything  previously  suggested.  You 
su^r*>sted  !in  iufentiv'P.  au  additional  incentivo  nuoti^  f'^r  tliop^ 
countries  that  have  complied  in  the  deficiencies  and  actually  delivered 
the  quotas  in  the  past.  You  suggested  a  20-percent  increase.  Is  that 
correct  ? 

Afs,  Dklt^lk*  That  is  corrects  sir* 

You  know*  it  is  awfully  nice  to  be  very  good  and  keep  on  beinjj 
good  year  after  year  in  complying  with  our  own  rnsponsibilities  in 
tlie  U.8.  8ii£rar  Act.  But  we  have  done  so  now  since  IPfi^  and  we  have 
not  seen —  we  do  not  want  anybody  to  come  up  and  thank  us  i>ecanse 
we  honestly  believe  we  should  do  this*  that  the  Suirar  Act  is  a  two- 
wav  street  and  we  asked  for  the  stability  of  the  Sugar  Art.  'Rut  in 
order  to  expand,  in  order  to  be  able  to  go  to  the  banks  and  to  ennthiTie 
enlargiug  our  plantin<js  and  our  mills,  it  is  necessar>^  for  us  to  have 
some  form  of  assurnnce  from  thp  United  States  that  we  can  grow. 
It  is  primarily  an  incentive  proposal  for  those  countries. 

Mr*  Denholm.  Thank  you  very  much.  My  time  for  questiouing 
has  expired. 
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Mr.  TV  AMPLER.  The  gentleman  from  Hawaii,  Mr.  Matsunaga. 

Mr.  Matsunaga.  Thank  you,  Mr.  Chairman. 

To  each  of  you,  it  has  been  proposed  earlier  by  other  witnesses 
hat  delivery  from  the  various  foreign  countries  be  made  on  a  quar- 
erly  basis;  that  is,  a  quarter  of  the  total  allocation  granted  to  each 
►f  tiie  countries.  How  would  this  affect  each  of  your  countries  and 
70uld  you  be  able  to  comply  with  such  a  requirement? 

We  can  start  off  with  Colonel  Chambers. 

Colonel  Chambers.  The  answer  in  Swaziland's  case  would  be  that 
t  would  be  acceptable  to  us.  We  plan  our  deliveries  to  the  known 
mtlets,  really  at  the  start  of  the  season,  or  before  the  season  starts. 
iiVe  simply  plan  our  shipments  to  the  United  States  accordingly. 
But  as  I  recall  the  testimony,  sir,  it  would  have  due  regard  for  the 
iifferent  growing  seasons  in  various  parts  of  the  world  and  there 
would  be  some  flexibility  on  the  part  of  the  Secretary  of  Agriculture. 
I  believe  that  would  be  most  important. 

Mr.  Matsunaga.  Ms.  Dellale? 

Ms.  Dellale.  Mr.  Congressman,  we  had  quarterly  quotas  before 
and  as  far  as  Costa  Kica  is  concerned,  we  complied  under  every  one 
of  them.  I  think  that  while  it  may  not  disturb  the  foreign  supplier 
except  that  we  have  different  seasons  among  the  foreign  suppliers, 
but  sometimes  when  it  is  harvest  time  in  one  area,  it  is  just  growing 
time  in  another  and  vice  versa.  But  I  think  that  it  really  helps  the 
Department  of  Agriculture  regulate  the  amount  of  sugar  that  goes 
to  the  consumer  in  an  orderly  fashion. 

Mr.  Matsunaga.  But  you  would  be  able  to  meet  the  requirements? 

Ms  Dellale.  Oh,  yes,  sir,  definitely. 

Mr.  Matsunaga.  Mr.  O'Donnell? 

Mr.  O'Donnell.  Mr.  Matsunaga,  as  far  as  the  Philippines  is  con- 
cerned, we  ship  in  an  orderly  manner.  As  a  matter  of  fact,  last  year, 
^e  were  asked  to  step  up  our  quarterly  limitation,  our  quarterly  ship- 
ments, rather,  which  we  did,  to  over  200,000  tons.  And  the  Philippines 
has  always  complied  with  the  problem  of  orderly  shipments. 

Maybe  Mr.  Myers,  my  colleague,  would  have  something  further. 

Mr.  Myers.  I  should  like  to  observe,  Mr.  Matsunaga,  that  as  I 
believe  Ms.  Dellale  pointed  out,  the  quarterly  quotas  were  instituted 
by  the  Department  of  Agriculture  for  the  purpose  of  supporting  the 
U.S.  price,  to  keep  a  large  quantity  of  foreign  sugar  from  flooding 
our  markets  early  in  the  spring  before  the  summer  peak  demand 
1*086.  Naturally,  the  Philippines  can  comply  with  that  because  we 
ship  on  a  year-round  basis  and  can  adjust  our  shipments  to  any  pre- 
determined level.  It  is  sometimes  difficult  to  make  a  late  adjustment, 
but  you  can  always  adiust  them  when  advised  in  advance. 

Mr.  Matsunaga.  Mr.  Seeder  ? 

Mr.  Seeger.  Yes,  from  the  standpoint  of  Peru,  we  could  meet  a 
Quarterly  system  because  we  have  an  even  growing  period  and  grind- 
ing period.  But  it  is  somewhat  inconvenient.  The  Peruvians  would 
leather  have  the  option  of  increasing  supply  during  different  quarters. 
We  can  do  it  but  we  would  rather  not. 

Mr.  Matsunaga.  You  can  but  you  would  be  faced  with  difficulties 
because  of  your  growing  seasons,  is  that  it? 


Digitized  by  VjOOQIC 


244 

Mr.  Seeoer.  Not  so  much  growing  as  it  is  shipping,  the  problems 
of  vessel  availability. 

Mr.  Matsunaga.  I  see. 

Now,  it  has  been  proposed,  of  course,  from  time  to  time  by  differ- 
ent individuals,  including  Members  of  Congress  and  including  cer- 
tain officials  of  the  Department  of  Agriculture,  that  the  act  itself  be 
discontinued  altogether.  Now,  how  would  a  discontinuance  of  the 
act  affect  your  industry?  Would  it  lend  instability?  Would  it  mean 
that  you  might  have  to  go  out  of  the  sugar  business?  Or  would  it 
mean  a  better  competitive  position  in  the  world  market? 

We  will  start  from  this  end  again. 

Colonel  Chambers.  Maybe  I  should  answer  last  and  get  some  ideas 
from  the  other  people. 

Mr.  Matsima^a,  I  feel  that  in  the  case  of  Swaziland,  if  there  wf»re 
not  quotas  in  the  U.S.  market  which  assured  us  a  part  of  the  U.S. 
market,  that  would  be  denied  to  us.  We  are  some  3  weeks  away  in 
shipping  time.  Our  transportation  costs  would  be  far  greater  than 
certainly  the  Caribbean  and  many  of  the  areas  in  the  Western  Hemi- 
sphere. I  believe  the  result  would  be  to  Swaziland  that  we  would 
be  limited  to  world  markets,  and  we  have  already  discussed  how 
volatile  the  prices  are  there.  We  certainly  can't  plan  for  further  ex- 
pansion and  it  could  well  be  that  there  would  be  a  disastrous  cut- 
back in  the  sugar  production  of  Swaziland. 

Mr.  Matsunaga.  Ms.  Dellale? 

Ms.  Dellale.  Thank  you,  sir. 

In  the  case  of  Costa  Kica,  we  have  a  very  fast — as  a  matter  of  fact, 
one  of  the  fastest — increases  in  population  in  the  world,  perhaps 
even  faster  than  China.  Consequently,  the  internal  consumption 
would  take  so  much  more  of  our  su^ar  each  year  that  if  we  did  not 
expand  with  the  security  of  the  U.S.  Su^ar  Act,  we  would  npt 
exnpnd  at  all  and  over  a  period  of  years,  the  internal  consumntion 
would  use  most  of  our  sugar  and  it  would  mean  less  for  the  United 
States  or  for  the  world  market. 

Mr.  Matsunaga.  Mr.  O'Donnell  ? 

Mr.  O'Donnell.  It  would  be  disastrous.  Mr.  Matsunaga,  as  far  as 
the  Philippine  sugar  industry  is  concerned  because  our  industry  was 
formulated  by  the  United  States  and  has  been  geared  to  the  U.S. 
market  since  the  turn  of  the  century.  They  have  based  their  plant- 
ing, based  their  production  on  the  continuation  of  this  market  and 
the  continuance  of  their  quota.  It  would  be  completely  chaotic 
for  the  Philippine  sugar  industry  not  to  have  these  assurances  with 
the  doing  away  of  quotas  entirely. 

My  colleague,  Mr.  Myers,  may  have  something  further  to  com- 
ment on  that.  I  do  not  know. 

Mr.  Myers.  Mr.  Matsunaga,  the  question  or  point  was  raised  ^ 
few  moments  ago  about  the  world  market.  Almost  every — ^in  fact 
I  would  say  every — ^major  sugar-consumins:  country  in  the  worW 
has  a  sugar  supply  system  of  some  sort.  Certainly,  the  Communist 
bloc  does,  certainly  the  European  continental  countries  do.  You  have 
the  British  Commonwealth  and  you  have  our  own  system. 

Now,  to  go  into  the  vagaries  of  the  so-called  world  market,  which 
is  a  dumping  ground  when  there  is  surplus  and  the  cupboard  is  bare 
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when  there  is  a  shortage — ^to  go  into  that  for  the  purpose  of  expan- 
sion, the  sugar  producers  and  the  bankers  of  the  world  have  seen 
these  cases  &f  ore.  We  all  remember  the  dance  to  the  millions  when 
sugar  prices  were  around  25  cents  a  pound  in  May  of  1920  and  within 
24  months,  they  were  less  than  a  nickel.  That  is  for  refined  sugar. 
You  all  remember  1963,  when  the  world  price  was  12  or  13  cents  a 
pound  and  within  20  months,  it  was  below  2  cents  a  pound. 

You  cannot  develop  sugar  production  in  the  world  if  you  are 
Toins^  to  inst  get  into  production  for  the  purpose  of  becoming 
bankrupt.  This  committee  did  a  most  constructive  thing  in  your  last 
extension  of  encouraging  domestic  expansion.  The  2  miles  in  the 
Red  River  Valley  that  have  been  built  exactly  on  that  basis  will 
just  go  into  production  this  fall.  You  cannot  expand  production 
unless  there  is  stability  and  dependability  in  your  market.  I  think 
your  problem  today,  frankly,  is  to  get  supplies  and  you  cannot  get 
them  with  vagaries. 

Mr.  Matsunaga.  Mr.  Seeger? 

Mr.  Seeger.  Yes,  we  have  in  Peru  not  only  that  problem,  but  since 
it  is  a  system  of  workers  cooperatives,  the  intense  interest  in  the 
amount  of  profitability  each  year.  If  you  are  a  normal  conventional 
kind  of  business  operation,  you  can  rid  price  rises  and  falls  and  in 
fact,  profit  from  it.  If  you  run  a  system  of  cooperatives  as  the 
Peruvians  do,  it  is  essential  not  only  to  economic  but  to  political 
stability  to  achieve  those  profits  year  after  year.  I  think  the  Peruvians 
would  just  be  discouraged  from  that  if  they  had  to  go  to  the  world 
market. 

Mr.  Matsunaga.  I  thank  you  all.  I  think  you  have  all  been  very 
responsive,  perhaps  because  you  all  gave  the  answers  I  was  hoping 
you  would.  [Laughter.] 

Thank  you,  Mr.  Chairman. 

Mr.  Wampler,  The  gentleman  from  Minnesota. 

Mr.  Bergland.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Seeger,  I  have  one  question.  Has  the  Peruvian  seizure  of 
American  fishing-boat  issue  been  resolved? 

Mr.  Seeger.  Well,  there  has  not  been  a  seizure  of  a  single  American 
fishinir  boat  in  well  over  a  year.  There  is  no  formal  agreement  that 
explains  that,  but  there  has  not  been  a  seizure,  which  is,  I  would  say, 
a  fairly  good  resolution. 

Mr.  Bergland.  I  notice  in  your  statement  you  say  that  Peru  ac- 
cords fair  and  nondiscriminatory  treatment  to  U.S.  citizens  and  to 
their  property  interests  in  Peru.  I  presmne  you  are  talking  about 
land-based  interests  and  not  necessarily  the  fishing-fleet  fight. 

^It-.  Seeofr.  Mr.  Bergland,  if  you  are  a  Canadian  and  you  have  a 
hundred-mile  pollution  boundary  or  a  Peruvian  or  variety  of  other 
countries  who  have  200-mile  fishing  boundary,  you  look  at  the  ques- 
tion of  fairness  very  differently  from  an  American  who  takes  the 
position  that  nothing  more  than  12  miles  is  acceptable.  Peruvians, 
I  think,  have  a  perfectly  reasonable  position  on  &hing.  They  have 
seen  the  waters  of  the  North  Atlantic  and  the  North  Pacific  fished 
dry  and  they  do  not  want  to  sit  and  see  the  same  thing  happen  off 
their  shores.  There  is  a  rising  body  of  world  opinion  that  favors 
that  position. 
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Xoir,  tlie  only  thing  that  is  don©  with  U.S*  vessels  is  to  require 
them  to  pay  a  yery  modest  license  fee  that  is  put  into  the  Maritime 
Institute  in  Lima  for  fishing  research  and  one  after  another  American 
company  that  fishes  those  waters  pays  those  fees,  makes  money  off 
tunafish  and  there  is  no  problem.  The  tunafisli  problem  has  generally 
l>e<^ii  a  \'iny  few  I  -.S.  int^^ rests  who  sinij)ly  rel>ell  at  the  idea  of  recog- 
nizing the  SOO-mile  boundaiy  and  paying  the  fee, 

Mr.  Bergi^nd*  Thank  you  very  much* 

That  is  all  J  Mr,  Chairman. 

Mr.  Wampler,  The  gentleman  from  Idaho,  Mr,  Symms. 

Mr,  Stmmb.  Thank  yon,  Mr.  Chairman. 

I  do  appreciate  all  of  you  being  here  this  morning.  I  have  a  press 
release  before  me  from  our  colleagues  on  the  Agriculture  Committee, 
Congressman  Paul  Fiadley,  I  was  surprised  that  Mr,  Findley  did 
not  ask  each  of  you  what  your  daily  rat^  was  for  representing' these 
countries.  I  will  not  do  that,  but  I  would  like  to  ask  a  question.  Mr, 
Findley  is  going  to  give  a  speech  on  the  floor  of  the  House  today,  I 
see  from  tliis.  He  says ; 

SuKiir  lot]«tiyist!S  for  foreign  countne®  are  probably  the  natlnn's  most  OTer- 
paid  lawyers.  If  not,  they  rate  hi^h  for  the  sweet  deals  which  bring  them  a 
lot  of  money  every  yeiir  for  what  appears  to  he  very  Uttle  efforL 

Would  yon  want  to  comment  on  that,  Mr.  O'Donnell  ? 

[Laughter,] 

Mr,  ( TDriNxiCLi,.  WpIK  as  n  hiwyen  I  must  sav  that  the  cost  of 
my  services  to  the  Philippines  is  a  t4?rm — I  am  legislative  counsel  for 
other  interests  also,  all  of  my  time  is  taken  up  with  respect  to  the 
allocation  of  deficits,  trips  to  the  Dopartment  of  Agriculture,  ar- 
rangements for  getting  sugar  in  through  the  west  coast,  and  a  hun- 
dred and  one  other  items  that  come  out  of  the  Department  every  day 
that  the  Philippines  hare  to  be  kept  informed  with* 

I  might  say  to  Mr.  Findley  that  my  salary  is  comparable  to  his 
and  I  would  not  want  to  ask  him  what  he  has  to  do  eveiyday  or 
what  he  gets  on  a  daily  nite. 

Mx\  Stm^ts.  Ms.  Ddlale,  it  looks  to  me  like  you  are  underpaid 
compared  with  your  colleagues. 

Ms.  Dellale,  Oh,  I  hope  this  goes  into  the  record,  sir. 

Sir,  I  am  not  a  lawyer.  I  represent  other  interests  than  Co^a 
Rica  under  the  board  of  trade.  M 

To  give  you  an  example  of  just  the  last  3  weeks,  I  might  tell  yon  ^ 
that  I  spent  one  week  in  Ix>ndon  attending  the  international  or- 
ganization  meeting:  T  came  back,  went  down  to  Costa  Eica  for  four 
days,  I  came  back,  sir,  I  then  had  to  go  to  Atlanta,  I  came  back,  sir, 
and  am  now  here  before  you,  all  in  B  weeks. 

Mr.  Stmms.  It  sounds  like  yon  have  been  very  busy.  Thank  you* 

Ms,  DEtJ^Ui:.  I  have,  sir.  _  _ 

Mr.  Stmms.  Colonel,  I  will  give  yon  the  opportunity,  too.  Would      ' 
you  like  to  comment  on  the  question  I  asked  Mr.  O'Donnell? 

Col.  Chambers*  Out  of  due  respect  and  i*egard  for  Mr,  Findley 
with  all  that  meaning  a  great  deah  T  simply  would  say  I  would 
prefer  for  Swaziland  to  determine  how  valuable  I  am  than  Mr- 
Findley, 

Eeally,  our  company  represents  many  clients  in  many  fields.  Wit^ 
Swaziland,  while  it  is  true  that  I  am  paid  by  the  sugar  industry^ 
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10  many  other  things  for  Swaziland  for  which  we  are  not  paid 
p^hich  we  will  continue  to  do. 

r.  Symms.  Thank  you. 

r.  Seeger? 

r.  Seeger.  We  represent  the  Peruvian  sugar  industry  on  pretty 

h  the  same  basis  that  we  do  other  clients.  I  do  not  see  anything 

istinguish  it. 

r.  Symms.  Thank  you. 

lank  you  very  much,  Mr.  Chairman, 

r.  Chairman,  I  would  like  to  say  that  as  an  apple  grower,  when 

id  over  these  things,  I  think  maybe  I  should  have  been  a  lawyer, 

r.  Wampler.  Mr.  Stubblefield  ? 

r.  Stubblefield.  Ms.  Dellale,  do  you  also  represent  Costa  Kican 

mas  ? 

s.  Dellale.  Oh,  sir,  I  am  so  glad  I  do  not. 

r.  Stubblefield.  I  was  going  to  ask  you  down  to  Kentucky  for 

banana  festival.  We  have  some  Costa  Kicans  up  there,  and  I 

Id  like  to  take  you  down  there.  I  think  you  would  add  a  lot  to  it. 

s.  Dellale.  Oh,  thank  you,  sir. 

r.  Wampler.  The  Chairman  recognizes  the  distinguished  gentle- 

from  Texas,  the  chairman  of  the  committee,  Mr.   Poage. 
lie  Chairman.  I  would  like  to  get  a  little  comment  from  Mr. 
jer  as  to  the  situation  in  Peru. 

11  of  the  sugar  production  is  owned,  as  I  understand  it,  by  co- 
atives,  is  that  right? 

r.  Seeger.  Yes,  sir. 

[le  Chairman.  Now,  that  was  purchased  from  Grace  and  Com- 

y  and  from  the  other  companies  that  were  involved  about  three 

"s  ago,  something  like  that? 

r.  Seeger.  The  sugar  properties  were  expropriated  three  years 

tie  Chairman.  The  government  took  the  sugar  properties  ? 

r.  Seeger.  Yes,  sir. 

he  Chairman.  And  the  government  then  sold  them  to  these 

>eratives  ? 

r.  Seeger.  Yes,  sir. 

lie  Chairman.  On  what  basis  did  the  government  establish  the 

e  of  that  p'.-opertv? 

'r.  Seeger.  What  has  ultimately  occurred  is  only  a  matter  of  a 

days  ago,  the  U.S.  and  Peru  entered  into  a  compensation  agree- 

t  covering  the  Grace  properties  and  a  number  of  others  that  have 

I  a  subject  of  expropriation  in  Peru,  in  which  a  total  of  $140 

ion  was  involved.  Of  that,  $76  million  has  been  paid  to  the  tj.S. 

isury  and  the  Grace  Company  and  certain  others  who  are  cov- 

[  by  those  figures  will  presumably  present  claims  to  the  U.S. 

retary  of  State  and  the  monies  will  be  disbursed  for  them  as 

pensation  for  those  properties. 

nother  $74  million  was  paid  directly  by  the  Government  of  Peru 

he  form  of  remittances  to  Cerro  de  Pasco,  Grace  Company,  and 

iral  others.  So  a  total  of  $140  million  has  been  paid  out  pursuant 

tegotiations  that  were  chaired  in  the  case  of  the  tJ.S.  by  Mr.  Janx^ 
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Green,  Vice  President  of  the  Manufacturers  Hanover  Bank  in  New 
York. 

The  Chairman.  Now,  Cerro  de  Pasco  is  a  mining  company? 

Mr.  Seeger.  Yes,  sir. 

The  Chairman.  It  has  nothing  to  do  with  the  sugar  business? 

Mr.  Seeger.  No,  sir,  but  all  of  these  were  lumped  together  in  a 
single  payment. 

The  Chairman.  That  did  not  help  people  who  owned  the  sugar 
mills,  the  fact  that  you  lumped  a  copper  mine  with  a  sugar  mill  and_ 
paid  the  U.S.  Government  for  the  people  from  whom  the  property^ 
was  taken.  The  property  did  not  belong  to  the  U.S-  Government ;  the 
property  belonged  to  citizens  of  the  United  States. 

Mr.  Seeger.  It  has  only  been  given  to  the  U.S.  Grovernftient  tc: 
distribute  to  the  people  who  owned  the  sugar  estates.  Wlien  the  Grac^ 
Company  owned  the  sugar  estates,  I  represented  them  before  thbs' 
committee.  I  do  not  know  exactly  what  public  position  they  have 
taken  thus  far,  but  my  understanding  is  that  they  expect  to  get  fair 
compensation  from  the  Secretary  of  State  out  of  those  funds  for  the 
properties  that  were  taken. 

The  Chairman.  You  are  stating  that  the  funds  are  adequate  to 
give  everybody  who  owned  property  in  Peru  fair  compensation  for 
their  property? 

Mr.  Seeger.  I  am  assuming  they  were  adequate  on  the  understand- 
ing that  the  negotiator  for  the  United  States  took  the  position  that 
adequate  compensation  was  made. 

The  Chairman.  I  am  not  asking  you  what  the  State  Department 
did.  You  are  a  man  who  is  rather  familiar  with  Peru  and  with  the 
property  value  in  Peru.  Are  you  telling  us  as  a  witness  that  there 
was  enough  money  paid  to  the  U.S.  Treasury  to  pay  each  and  all  of 
those  former  property  owners  the  full  value  of  their  property  at  the 
time  it  was  taken? 

Mr.  Seeger.  I  do  not  know  what  total  amount  the  State  Depart- 
ment is  going  to  pay  to  each  one  of  those  owners,  but  my  under- 
standing is,  yes,  there  is  a  sufficient  amount. 

The  Chairman.  You  think,  then,  that  Grace  and  all  the  rest  of  the 
owners  will  get  all  that  their  property  was  worth? 

Mr.  Seeger.  Yes,  sir. 

The  Chairman.  And  that  will  be  for  Grace  and  Company,  you 
say.  $74  million? 

Mr.  Seeger.  I  have  a  copy  of  the  agreement  here  between  the 
United  States  of  America  and  Peru. 

The  Chairman.  I  do  not  want  your  agreement.  I  just  want  you 
to  tell  me  how  much  it  was. 

Mr.  Seeger.  $76  million. 

The  Chairman.  I  say  74  and  I  wanted  to  be  sure  it  was  the  same. 

Mr.  Seeger.  Yes,  sir. 

The  Chairman.  You  are  sure  Grace  never  owned  more  than  $76 
million  worth  of  property  in  Peru? 

Mr.  Seeger,  No,  sir,  I  do  not  think  they  owned  more  than  that. 

The  Chairman.  You  do  not  think  they  owned  more? 

Mr.  Seeger.  No,  sir. 

The  Chairman.  Fine.  I  just  wanted  to  get  your-  opinion  on  what 
that  property  was  worth,  because  there  are  a  lot  of  other  people  who 
think  it  was  worth  a  great  deal  more. 
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They  sold  their  airline  for  $50  million,  did  they  not? 

Mr.  Sebger.  To- 

The  Chairmaist.  T(5  Braniff. 

Mr.  Seeger.  Yes. 

The  Chairman.  Certainly  they  did.  But  for  the  rest  of  this  prop- 
erty, it  just  strikes  me  that  it  is  a  very  low  figure. 

Mr.  Seeger.  Mr.  Poage,  Braniff 

The  Chairman.  Now,  is  there  any  new  American  investment  going 
on  in  Peru  ? 

Mr.  SIEGER.  Yes,  sir. 

The  Chairman.  Who  is  putting  most  of  the  money  in? 

Mr.  Seeger.  The  oil  companies. 

The  Chairman.  The  oil  companies  over  on  the  east  side? 

Mr.  Seeger.  Yes,  sir. 

The  Chairman.  What  kind  of  special  protection  do  they  have? 

Mr.  Seeger.  They  are  going  forward  with  the  expectation  thait.  they 
will  be  able  to  discover  oil  and  make  money  out  of  it.  They  have 
no  special  protection.  There  are  no  investment  guarantees  or  what 
have  you  for  oil  anywhere  in  the  world. 

The  Chairman.  I  am  not  talking  about  that,  I  am  talking  about 
if  they  will  retain  the  money  they  put  in  there. 

Mr.  Seeger.  They  have  agreements  covering  the  drilling  for  oil. 

The  Chairman.  They  have  agreements  that  the  government  will 
not  expropriate  their  property  within  a  certain  period  of  time,  is 
that  right? 

Mr.  Seeger.  They  have  agreements,  yes. 

The  Chairman.  And  what  is  that  period  of  time?  - 

Mr.  Seeger.  I  do  not  know  the  answer  to  that.  They  have  a  com- 
pensation agreement  that  covers  the  proceeds  from  the  wells  over 
the  life  of  the  wells  and  in  effect  provides  the  Peruvian  Qoverri- 
ment  a  rising  share  of  the  revenues. 

The  CiiAiRMAN.  I  know  and  the  experience  of  most  oil  companies 
doing  business  abroad  has  been  that  after  they  brought  in  wells,  if 
they  were  fortunate  enough  to  bring  them  in,  many  of  these  gov- 
ernments, particularly  the  Middle  Eastern,  have  then  said>  well,  we 
need  a  larger  share.  We  need  first  a  larger  royalty  payment,  we 
need  to  impose  larger  taxes,  then  we  need  to  own  a  share  of  your 
company,  maybe  25  percent;  then  we  need  to  own  51  percent;  then 
we  need  to  own  it  all.  The  history  of  most  of  the  oil  companies 
has  been  that  the  host  country  has  taken  them  over,  has  it  not  ? 

Mr.  Seeger.  Well,  the  history  of  most  of  the  oil  companies,  Mr. 
Chairman,  has  been  that  there  has  been  a  steadily  rising  price  of 
oil  and  a  country,  you  get  this  occasionally  in  the  Middle  East, 
entering  into  agreement  with  an  oil  company  suddenly  finds  out 
that  wasn't  the  smairtest  thing  thej^  have  done  and  there  is  a  change. 
But  if  you  look  at  the  oil  companies'  figures,  there  is  no  indication 
that  they  are  losing  money  on  it. 

The  Chairman.  I  think  there  is  evidence  that  they  are  losing 
money  when  they  lose  property. 

Mr.  Seeger.  You  take  a  man  like  Armand  Hammer,  who  has  been 
in  the  oil  business  for  many,  many  years,  if  he  goes  down  to  Peru, 
he  has  a  fair  understanding  of  what  is  going  to  happen  to  him 
down  there. 
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The  Chairman.  I  assume  that.  I  assume  Grace  had  a  fair  under- 
standing after  their  years  in  Peru,  but  I  do  not  think  that  justifies 
a  government  in  taking  somebody  else's  property  just  because  some- 
body else  had  a  fair  understanding  of  the  nature  of  their  govern- 
ment. What  you  are  telling  us,  I  am  afraid^  is  that  whetn  the  Peru- 
vian Government  took  over  our  property,  you  think  they  paid  all 
that  it  is  worth.  I  do  not  think  so,  but  there  is  groimd  for  diflferenoe 
of  opinion  as  to  what  the  property  was  worth.  I  do  not  think  that 
there  is  any  assurance  for  any  new  American  investment  in  Peru 
that  they  will  be  treated  any  better  than  those  have  been  in  the 
past  and  you  do  not  think  so  either,  apparently. 

Mr.  Seeger.  First  of  all,  I  do  not  agree  that  the?^  has  been  bad 
treatment  in  the  past.  Second,  I  do  not  think  people  like  Occidental 
Oil  are  going  to  go  drilling  in  Peru  without  a  fair  expectation  that 
they  are  going  to  make  money  on  it.  They  are  not  going  down  there 
to  lose  money  on  it. 

The  Chairman.  They  sajr.  Their  judgment  is  no  more  infallible 
than  yours  or  mine.  They  just  make  the  best  appraisal  they  can  of 
the  matter  and  obviously,  if  you  can  hit  enough  and  bring  it  in 
fast  and  get  it  out  fast,  mayoe  you  will  get  ahead  of  this  expro- 
priation <feal.  A  great  many  companies  have  bet  on  that  and  have 
won  on  that.  But  that  still  does  not  mean  that  they  did  not  lose 
something  when  their  property  was  taken. 

I  do  not  know  whether  Gulf  got  out  with  the  money  they  invested 
in  Libya  or  not.  Do  jou  Imow? 

Mr.  Seeger.  No,  sir,  I  do  not  know  the  record.  All  I  know  is  I 
refad  oil  company  earnings  and  I  have  not  seen  anything  to  indicate 
that  they  are  suffering  that  bad. 

The  Chairman.  Well,  let's  assume  that  he  did  recoup  all  of  his 
investment.  But  then  he  had  property  that  was  worth  X  dollars 
and  it  was  taken  away  from  him.  He  certainlv  lost  something. 

Mr.  Seeger.  Yes,  he  lost  the  chance  of  profit.  I  guess  we  see  this 
differently,  but  if  you  take  a  situation  where  a  government  negoti- 
ates on  l)ehalf  of  a  fairly  poor  country  subsurface  rights  that  are 
about  what  that  country  has  and  mttkes  a  negotiation  on  very  poor 
pounds  and  wakes  up  and  finds  out  later  on  that  that  oil  company 
IS  earning  an  excessive  amount  and  says,  we  want  more  oi  the 
proceeds,  it  does  not  seem  to  me  that  that  is  such  a  bad  thing  fnan 
anybody's  standpoint,  certainly  not  from  the  standpoint  of  the  TJ.S. 
interests. 

The  Chairman.  Whether  it  is  bad  or  not,  let's  get  on  with  the 
question  of  how  much  Peru  is  sending  us  in  the  way  of  sugar  linder 
the  first-come,  first-served. 

Mr.  Seeger.  In  197S.  except  for  30,000  tons,  slightly  over  30,000 
tons  sold  on  the  world  market,  all  Peruvian  sugar,  export  sugar, 
was  shipped  to  the  United  States  but  there  was  none  shipped  on  a 
first-come,  first-served  basis.  There  was  simply  none  available. 

The  Chairman.  That  was  merely  the  quota  ? 

Mr.  Seeger.  Yes,  sir. 

The  Chairman.  Are  you  going  to  ship  any  to  the  United  States  in 
excess  of  the  quota  now  ? 

Mr.  Seeger.  No,  sir. 

The  Chairman.  No,  sir  ? 
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Mr.  Seeoer.  Well,  it  is  a  touch  and  go  situation.  In  other  words, 
re  are  forecasting  production  slightly  in  excess  of  what  we  expect 
he  production  to  be.  That  additional  will  be  held  available. 

The  Chairman.  You  will  not  have  any  sugar  to  sell  ? 

Mr.  Seeoiir.  I  do  not  think  there  is  going  to  be  any  available  on 
.  first-come,  first-served  basis  over  above  that  490,000  tons  of  ex- 
)ected  assignments. 

The  Chairman.  That  is  merely  the  quota,  not  any  extra? 

Mr.  Seeger.  Yes,  sir. 

The  Chairman.  You  said,  Mr.  O'Donnell,  that  the  Philippines  had  • 
ent  us  some  first-come,  first-served  sugar,  I  believe? 

Mr.  OT)onnell.  With  respect  to  the  Philippines  ? 

The  Chairman.  Yes. 

Mr.  O'Donnell.  I  would  like  to  have  Mr.  Myers  answer  thai. 

The  Chairman.  Just  as  a  matter  of  not  takmg  too  much  time. 
[  know  Mr.  Myers  is  a  knowledgeable  person.  All  I  am  trying  to 
io  is  get  a  few  facts  here.  I  thought  you  said  the  Philippines  did 
ship  us  some  first-come,  first-served  sugar. 

Mr.  O'Donnell.  We  offered  sugar. 

The  Chairman.  Last  year,  you  offered  more  than  we  would  take, 
[  understood. 

Mr.  O'Donnell.  That  is  right. 

The  Chairman.  Are  you  sending  any  now  is  what  I  am  asking 
and  I  thought  you  said  you  were. 

Mr.  O'Donnell.  You  mean  in  the  500,000? 

The  Chairman.  Any  in  excess  of  your  quota  and  deficits? 

All  right.  ^ 

Mr.  Myers.  Mr.  Chairman,  the  present  quota,  including  aeficits 
for  the  Philippines,  is  1,555,000.  That  includes  429,000  tons  of  deficit 
reallocations  and  the  Philippines  expect  to  fill  the  whole  business. 

The  Chairman.  I  asked,  though,  about  were  you  shipping  excess 
sugar  under  this  so-called  first-come,  first-served  basis  in  exceas  of 
your  quota  and  deficits? 

Mr.  Myers.  I  know  of  none  for  1974.  We  tried  for  1973. 

The  Chalrman.  At  a  time  that  we  did  no  need  the  sugar? 

Mr.  Myers.  No,  sir,  at  a  time  that  you  were  asking  for  suear. 
If  you  will  read  Mr,  O'Donnell's  full  statement,  you  will  find  Siat 
we  shipped  in  the  summer  of  1973  in  anticipation  of  deficit  reallo- 
cations* Later,  when  they  had  their  first-come,  first-served  provi^cm 
in  Septen^r,  it  included  provisions  that  we  could  not  fill  because 
we  did  not  have  all  of  our  sugar  in  and  they  would  have  limited 
US  anyway. 

The  Chairman.  You  mean  to  say  that  what  you  have  done  was 
to  put  it  under  this  first-come,  first-served — ^you  shipped  it  for  tibe 
purpose  of  meeting  this  first-come,  first-served  request,  but  you  had 
not  filled  your  quota  plus  deficits,  and  therefore,  that  the  U.S.  felt 
that  you  should  fill  that  before  you  claimed  to  ship  anything  extra. 

Mr.  Myers.  Mr.  Chairman,  I  do  believe  you  have  the  matter  mis- 
construed. 
The  Chairman.  I  am  trying  to  get  it  straight.  I  do  have  it  con- 

ftised  because  I  understood  that  you  had  shipi)ed  and  now  Mr. 

O'Donnell  tells  me  you  had  not.  Let's  try  to  get  it  straight. 
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'Mr.  Myers.  Mr.  Chairman,  the  Philippine  quota  consists  of  two 
typiGS.  One  is  the  1,126,000  ton  basic.  The  remainder  are  deficit  real- 
locations. 

The  CiixViRMAx.  All  Western  Hemisphere  coimtries  are  in  fliat 
same  shape.  I  recognize  that  some  of  them,  Australia  and  Swaadland, 
are  not.  But  all  the  Western  Hemisphere  countries  are  in  the  same 
shape  the  Philippines  is  in. 

Mr.  Myers.  Yesj,  except  that  ours  is  a  much  bigger  perceinta^  and 
we  are  glad  to  fill  it,  but  we  do  have  to  anticipate  when  those  deficits  \ 
•are  going  to  be  reallocated.  Now,  it  was  for  deficit  reallocation  that  i 
we  overshippcd  the  47,000  tons  this  simnner.  The  deficit  reallocations  1 
were  slow  in  coming,  some  of  them  never  came. 

On  the  first-come,. first-served,  we  were  not  able  to  qualify  for  the    ; 
simple  reason  that  we  did  not  have  all  of  pur  sugar  in  and  when 
yon  ship  on  a  12-month  basis,  you  cannot  meet  it. 

Furthermore,  there  was  a  restriction  that  if  we  had,  we  could 
kibt  ship  more  than  a  proportional  share  anyway. 

Later,  when  they  took  that  off  in  November,  we  offered  them  ; 
68.000  tons  and  they  only  took  20,000  tons— 22,611,  I  beg  your  ; 
pardon,  to  be  exact.  That  was  our  share  and  the  maximum  that  ] 
they  would  give  us.  We  shipped  everything  that  we  could.  i 

The  Chairman.  Then  do  I  get  it  straight — ^you  shipped  your  | 
basic  quota.  We  know  that.  ■ 

Mr.  Myers.  Eight. 

The  Chairman,  You  shipped  all  of  your  deficits?  i 

Mr.  Myers.  Eight. 

Thew  Chairman.  And  you  shipped  22,000  tons  in  addition  to  that 
and  the  United  States  would  not  receive  it? 

■  Ml-.  Myers.  No.  The  first-come,  first-served  was  a  deficit  realloca- 
tion,, do  not  forget.  That,  too,  was  a  deficit  reallocation,  but  they 
limited  us  to  the  share  that  we  would  have  gotten  under  the  for- 
mula. It  was  then  that  we  offered  the  68,000  tons  and  they  said,  no, 
your  formula  share  is  22,611.  That  is  what  we  shipped  them. 

The  Chairman.  Did  you  actually  ship  that  sugar  to  the  United 
States  and  then  have  tnem  transship  it  to  Canada  or  somewhere 
dse? 

'Mr.  Myers.  No,  Mr.  Chairman.  The  Department  of  Agriculture 
many  years  ago  worked  out  an  arrangement  imder  whiSi  quotas 
are  charged  before  the  sugar  leaves  so  as  to  prevent  exactly  the 
problem  that  you  are  dealing  with.  Many  years  ago,  we  did  have 
a  situation  where  ships  would  sail  around  in  the  harbor,  not  being 
able  to  land.  We  did  away  with  that  by  charging  a  fee. 

The  Chairman.  I  do  not  want  to  just  keep  going  over  this,  but 
am  I  right  in  saying  that  what  the  Philippines  did  last  year  was 
to  miBet  their  quota  and  fill  all  of  the  deficits  that  were  allocated  to 
th(i  Philippines  and  that  was  all?  . 

Mr.  O'DoNNELL.  That  is  right. 

Mt\  Myers.  Everything,  the  first-come,  first-served,  sir,  was  ft 
deficit  reallocation.  Do  not  misunderstand  that. 

Mr.  O'DoNNELL.  Did  you  ship  any  sugar  in  excess  of  your  total 
quota  and  reassigned  deficits?  ^ 

Mr.  Myers.  No,  because  we  were  not  allowed  to.  We  tried  to  aaA 
we  were  not  allowed  to. 
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Mr.  O'DoNNELL.  I  thought  that  that  was  what  I  was  saying  a 
ininute  ago,  that  you  shipped  all  of  your  quota  and  jou  shipped  sail, 
of  your  allocated  deficits  and  no  more  because  you  did  not  have  any 
market  for  it;  the  United  States  would  not  receive  it. 

Mr.  Mters.  They  would  not  receive  it. 

The  Chairman.  May  I,  Mr.  Chairman,  ask  Mr.  Calcagnini  whv. 
they  would  not  receive  the  extra  shipments?  I  see  him  sitting  bi^(?k 
tliere. 

Mr.  Wampler.  Certainly. 

Mr.  Calcagnini.  I  do  not  recall  the  details  of  that,  sir.  If  I  might 
defer  an  answer  to  that.  But  we  had  1973  quota  unfiU  at  the  end 
of  the  year. 

The  Chairman.  You  mean  you  did  not  get  all  of  the  quota  from 
the  Philippines? 

Mr.  Calcagnini.  Well,  sir,  we  had  first-come,  first-served  quota 
at  the  end  of  the  year  unfilled. 

The  Chairman.  Yes. 

Mr.  Calcagnini.  Now,  that  would  imply  that  any  country  could 
have  filled  that. 

Mr.  Myers.  Mr.  Chairman,  I  would  just  like  to  make  an  observa- 
tion at  this  point.  Their  last  action  was  November  27,  in  which  they- 
really  did  take  off  the  strings.  On  November  27,  you  simply  can't 
put  in  more  ships  and  ship  more  sugar  and  get  it  here  before  the 
end  of  the  year. 

The  Chairman.  Then  what  you  are  saying  now,  and  I  just  can't 
understand  you  gentlemen.  I  am  not  trying  to  argue  with  you;  I 
am  trying  to  find  the  facts.  What  you  are  now  telling  us,  if  I  underr 
stand  you,  is  that  you  wanted  to  give  some  sugar  to  the'  United, 
States  on  a  first-come,  first-served  basis,  but  that  the  United  States 
was  not  asking  for  that  kind  of  sugar  until  too  late  in  the  year  for 
you  to  ship  it  ? 

Mr.  Myers.  Right.  We  proposed  it  on  November  6,  if  they  took 
action  which  was  still  in  time  for  us  to  have  shipped  it.  But  Novem- 
ber 27  was  too  late  for  us. 

The  Chairman.  All  right.  Then  there  is  outstanding  now,  is  there 
not,  a  request  for  some  first-come,  first-served? 

Do  you  have  all  the  sugar  you  want  now,  Mr.  Calcagnini? 

Mr.  Calcagnini.  No,  sir,  we  still  have  available  some  first-come, 
first-served  quota  this  year. 

The  Chairman.  According  to  the  figures  I  have,  •there  is  still 
118,988  tons  available  on  a  first-come,  first-served  basis.  Now,  if  the 
Philippines  could  not  ship  that  and  get  it  here  by  January  1,  and 
I  can  understand  that,  what  have  you  done  to  alleviate  our  need  for 
this  118,000  tons  now?  You  have  the  same  sugar  on  hand  in  the 
Philippines  that  you  had  in  November,  haven't  you?  You  said  you 
were  not  selling  to  anybody  but  the  United  States.  If  you  have  the 
same  sugar  there,  are  you  doing  anything  to  meet  our  needs  right 
now  ? 

Mr.  Myers.  We  are  shipping  promptly  against  the  1,555,000  as 
fast  as  we  can  fill  that  up,  get  that  done,  well,  then,  perhaps  we 
can  take  on  some  more. 

The  Chairman.  In  other  words,  what  you  are  saying,  then,  is  that 
you  cannot  fill  any  of  this  until  you  fill  your  yearly  quota  ? 
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^  Mr.  Myers.  We  want  to  be  sure  that  we  have  the  1,555,000  as- 
signed to  us  now  and  that  is  a  big  order  to  fill. 

The  Chairman.  I  get  tremendously  confused  on  this,  because  we 
were  told  that  Brazil  shipped,  in  1974,  174,000  tons  of  sugar  to  the 
United  States  on  a  first-come,  first-served  basis,  and  Brazil  has  a 
rather  large  allocation.  I  do  not  have  it  before  me,  but  it  is  second 
only  to  the  Philippines,  Mexico,  and  possibly  the  Dominican  Re- 
public, So  how  could  they  send  any  first-come,  first-served  sugar 
and  you  cannot  send  it? 

Mr.  Myers.  Well,  Mr.  Chairman,  unless  they  took  sugar  on  at  the 
last,  they  were  under  the  same  restrictions  as  we  were  in  the  Septem- 
ber and  October 

The  Chairman.  Well,  let's  get  this  straight.  You  told  us  that  jrou 
had  not  sold  any  sugar  last  year  except  domestically  and  the  Umted 
Sta4:es,  as  I  understand. 

Mr.  Myers.  No,  that  is  not  correct. 

The  Chairman.  You  say  that  is  not  correct  ? 

Mr.  Myers.  That  is  not  correct,  sir.  There  were  about  70,000  tons 
sold  when  we  got  a  boat  to  sell  it  to  the  United  States. 

The  Chairman.  All  right.  Now,  what  did  you  tell  us,  Mr.  ODon- 
nell  ?  You  did  tell  us  something  that  your  total  sales  were  going  to 
be  at  home,  maybe  you  said  for  1974.  Is  that  what  you  said,  you 
were  only  going  to  sell  in  1974  to  the  United  States  and  domesticafly ! 
What  was  it?  Straighten  me  out.  I  am  just  trying  to  get  this 
straight. 

Mr.  O'DoNXELL.  Mr.  Chairman,  in  August  1973,  the  Philippines, 
after  trying  to  sell  to  the  United  States  more  sugar,  sold  73,000 
tons.  This  was  the  first  time  that  the  Philippines,  to  my  knowledge, 
has  ever  sold  in  the  world  market.  There  may  have  been  other 
times  but  not  to  my  knowledge.  But  they  filled  completely  our  1973 
quota  before  they  had  the  sugar  and  planned  and  did  fill  our  quota 
for  the  1973  year. 

The  Chairman.  Before  you  sold  to  anybody  else? 

Mr.  O'DoNNELL.  That  is  right. 

The  Chairman.  And  what  about  1974? 

Mr.  O'DoNNELL.  In  1974,  we  have  a  large  quota,  1,555,000  tons. 

The  Chairman.  Yes. 

Mr.  O'DoNNELL.  That  quota,  based  on  representations  that  have 
been  made  to  me.  is  going  to  be  filled  on  the  basis  of  a  crop  year 
that  we  had  last  year  of  2,500,000,  assuming  everything  goes  well. 

The  Chairman.  Now,  have  the  Philippines  sold  any  sugar  this 
year,  other  than  to  the  United  States? 

Mr.  O'DoNNELL.  No,  sir. 

The  Chairman.  That  is  what  I  wanted  to  get  at. 

I  think  I  have  taken  altogether  too  much  time,  but  I  am  very  much 
obliged,  Mr.  Chairman. 

Mr.  Wampler.  The  chair  recognizes  the  gentleman  from  Pennsyl- 
vania, Mr.  Goodling. 

Mr.  Goodling.  Mr.  O'Donnell,  I  have  a  few  questions.  This  ap- 
peared to  be  the  open  season  on  Congressmen  and  I  want  the  record 
to  be  crystal  clear  that  I  would  rather  fight  than  switch.  Maybe  this 
is  one  of  those  times. 
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Mr.  O'Donnell,  did  I  understand  you  to  say  in  reply  to  a  question 
of  Mr.  Symms  that  your  salary  is  comparable  to  that  of  a  Con- 
gressman ? 

Mr.  O'DoNNELL.  No,  I  was  just  in  a  joking  manner  saying  to 
Congressman  Findley  that  it  would  be  hard  to  explain  every  day 
xv^hat  a  Congressman  does  to  earn  his  money — ^he  writes  letters,  he 
lias  to  go  to  hearings,  he  has  all  these  things  to  do  and  by  the  same 
tx)ken,  I  would  have  the. same  difficulty  in  trjring  to  explain  to  you 
what  I  do  everyday  for  the  Philippine  sugar  incmstry. 

Mr.  GooDLiNG.  Well,  if  Mr.  Findley's  ngures  are  correct,  $52,500 
to  me  is  not  a  joking  matter.  Do  you  work  full  time  as  a  sugar 
lobbyist? 

Mr.  O'Dqnxell.  Of  that  $52,000,  let  me  explain,  $7^500  came  as 
an  unsolicited  bonus.  They  wanted  to  give  it  to  me  in  1972,  but  I 
did  not  want  it  then,  so  they  gave  it  to  me  in  1973.  I  worked  full 
time  for  that.  I  also  worked  for  the  American  Trucking  Association 
but  just  part  time. 

Mr.  GooDLiNG.  In  other  words,  you  have  more  clients  than  the 
Philippines  Sugar  Institute? 

Mr.  O'DoNNELL.  Sir? 

Mr.  GooDLiNG.  You  have  more  clients  than  the  Philippine  Sugar 
Institute. 

Mr.  O'DoNNELL.  I  have  one  other  client,  the  American  Trucking 
Association. 

Mr.  GooDLiNG.  My  only  concern  is,  and  this  has  absolutely  nothing 
to  do  with  the  sugar  quota,  that  the  taxpayers  of  Aiy  congressional 
district  of  Pennsylvania  are  helping  to  pay  your  salary. 

Mr.  O'DoNNELii.  Well,  I  am  from  Scranton,  Pa. 

Mr.  GooDUNG.  Well,  I  am  happy  to  know  that,  because  I  know 
the  Commonwealth  of  Pennsylvania  needs  a  lot  of  money,  I  pay  my 
2%  percent,  I  believe  it  is  that  amount,  on  my  gross  income  and  I 
trust  you  do  the  same  thing, 

Mr.  O'DoNNELL.  I  do  the  same  thing. 

Mr.  GooDLiNG.  It  is  a  little  painful,  but  I  am  happy  to  hear  you 
do  also. 

Mr.  O'DoNNELL.  I  do  the  same  thing,  yes,  sir. 

Mr.  GooDLiNG.  That  is  all,  Mr.  Chairman. 

Mr.  Wampler.  The  Chair  is  privileged  to  recognize  the  distin- 
guished gentleman  from  Texas,  Mr.  Price,  for  the  purpose  of 
acknowledging  the  presence  of  some  distinguished  guests. 

Mr.  Price.  Mr,  Chairman,  Mr.  Wampler  is  from  Virginia  and 
we  have  some  young  men  here  from  the  Fork  Union  Military  Acad- 
emy. I  am  happy  to  have  them  here,  as  I  know  you  are. 

If  you  have  any  problems,  boys,  this  gentleman  is  your  Congress- 
man. 

Mr.  Wampler.  I  recognize  my  own  constituents. 

We  are  delighted  to  have  you  young  gentlemen  with  us  this  morn- 
ing. We  appreciate  your  presence  very  much. 

I  have  a  brief  question.  I  certainly  do  not  wish  to  be  redundant 
or  repetitious,  but  could  I  ask  eajch  of  these  witnesses  this  question : 
How  much  of  your  quota  do  you  expect  to  ship  to  the  United  States 
during  the  second  quarter  of  this  year? 

I  will  ask  first  Mr.  O'Donnell. 
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Mr.  O'DoxNELL.  During  the  second  quarter? 

Mr.  Wampler.  Yes;  of  this  year. 

Mr.  O'DoNNELL.  Frankly,  I  do  not  have  the  figures. 

Mr.  Wampler.  If  you  will  supply  that  for  the  record,  that  will 
be  sufficient. 

Mr.  O'DoNNELL.  We  have  stepped  up  our  shipments  for  1973  and 
at  the  request  of  the  Department  of  Agriculture  for  the  first  quarter, 
and  we  are  trying  to  follow  the  samae  practice  this  year,  but  just 
to  what  extent  or  the  amount  involved,  I  do  not  know. 

Mr.  Wampler.  If  you  would  supply  that  for  the  record  as  nearly 
as  you  can,  we  would  appreciate  it. 

[The  information  referred  to  follows:] 

johx  a.  o'donnell, 

Attorney  at  Law, 
Washington,  D.C,  March  4, 19H. 
Hon.  W.  R.  PoAGE, 

Chairman,  House  Committee  on  Agriculture, 
House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman  :  At  the  hearings  held  February  28  on  HHr-12525,  you 
asked  me  to  submit  for  the  record  the  quantity  of  sugar  the  Philippines  will 
ship  to  the  United  States  during  the  second  quarter  of  1974. 
We  have  received  the  foUowing  estimates  from  the  Philippines: 

LongtoM 

April  shipments 206,518 

May  shipments 144,708 

June  shipments 151,000 

Total - 502, 226 

The  above  figures  convert  to  around  575,000  short  tons,  raw  value,  or  three- 
eighths  of  the  present  quota  of  1,555,000  tons  and  over  half  of  the  basic  quota 
of  1,126,020  short  tons,  raw  value. 

The  above  estimates  for  April  and  May  are  based  on  actual  bookings.  The 
June  estimate  is  based  on  actual  bookings  of  21,000  long  tons  to  date  and  a 
conservative  anticipation  of  additional  bookings  of  130,000  tons. 
Additional  bookings  by  outport  exporters  would  add  to  the  quarterly  quota. 
Sincerely  yours, 

John  A.  O'Donnell, 
Washington  Representative,  Philippine  Sugar  Institute. 

Mr.  Wampler.  Mr.  Seeger,  do  you  have  that  information  readily 
available? 

Mr.  Seeger.  Yes,  sir,  190,000  tons. 

Mr.  Wampler.  You  expect  to  ship  that  amount  during  the  second 
quarter  of  1974? 

Mr.  Seeger.  Yes,  sir. 

Mr.  Wampler.  Col.  Chambers.  I  realize  that  there  are  differences 
here  because  of  growing  and  harvesting  cycles. 

Colonel  Chambers.  Yes,  sir.  Normally,  we  would  deliver  it  in  the 
third  and  fourth  quarters  of  the  year.  However,  because  of  the  prob- 
lem in  the  United  States,  the  first  of  the  new  crop  will  be  delivered 
in  the  second  quarter  and  then  the  balance  laite  in  the  third  quarter 

Mr.  Wampler.  Off  the  record  just  a  minute. 

[Off-the-record  discussion.] 

Mr.  Wampler.  Ms.  Dellale,  could  you  respond  to  that,  please? 

Ms.  Dellale.  Yes,  sir,  I  presume  you  are  referring  to  quota  an( 
deficit  allocations  and  not  the  first  come,  first  served? 

Mr.  Wampler.  Yes. 
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Ms.  Dellale.  We  are  going  to  ship  in  the  first  quarter  one-half 
of  our  quota  and  the  second  half  of  our  quota  will  be  shipped  before 
September. 

Mr.  Wampler.  One  final  question. 

Colonel  Chambers,  do  you  have  any  thoughts  that  you  could  share 
"with  the  committee  on  the  question  of  the  Cuban  quota  ? 

Colonel  Chambers.  Mr.  Chairman,  in  the  Marine  Corps,  they 
taught  me  not  to  volunteer  for  anything.  But,  yes,  I  have  some  very 
definite  thoughts  on  that  because  I  listened  to  the  testimony  of  Mr. 
Quinn  and  I  believe  it  is  very  appropriate  that  with  the  Sugar  Act 
under  consideration,  we  take  a  hard  look  at  the  Cuban  situation. 
This  has  influenced  the  recommendation  of  the  commercial  consum- 
ers and  the  industrial  consumers  when  they  recommended  that  the 
Cuban  set-aside  be  included  within  the  amount  that  they  would  give 
to  the  Secretary  of  Agriculture  to  deal  out  as  he  saw  fit  because  I 
felt  that  they  anticipated  that  Cuba  would  be  coming  back  on 
stream.  I  agree  with  Mr.  Quinn  that  it  is  probable  that  it  will  be 
veiy  difficult  to  get  much  Cuban  sugar  within  quite  a  few  years 
after  they  came  back  on  stream.  However,  under  the  present  law, 
over  800,000  tons  right  now  would  be,  under  the  law,  available  to 
them  for  the  quota  and  that  would  mean  that  that  would  have  to 
come  out  of  the  hide,  if  you  will,  sir,  of  all  the  other  supplying 
nations  that  I  think  with  the  exception  of  the  Philippines 

Mr.  O'DoxNELL.  No;  we  would  lose  the  deficit. 

Colonel  Chambers.  All  right.  All  the  other  countries  in  the  world, 
sir,  would  have  to  give  up  whatever  went  to  Cuba.  That  seems  to 
be  kind  of  unfair  to  those  nations  in  the  Western  Hemisphere  in 
particular — and  I  hope  my  Swaziland  people  will  forgive  me  if  I 
talk  about  the  Western  Hemisphere  here — ^I  think  it  would  be  very 
unfair  if  we  penalized  those  nations  and  rewarded,  if  you  will,  a 
nation  who,  for  a  long,  long  time  has  supplied  us  nothing  and  with 
whom  we  have  had  supreme  difficulties.  I  have  in  mind  Brazil, 
Mexico,  Santo  Domingo.  They  seem  to  be  the  big  three,  with  all 
due  respect  to  Ms.  Dellale. 

Now,  the  solution  to  it,  it  seemed  to  me,  there  is  no  justification 
for  continuing  to  set  aside  a  quota  at  a  time  when,  under  the  law, 
the  Cubans  can't  provide  the  sugar.  I  believe  I  would  delete  this 
completely  from  the  law.  That  would  mean  that  the  quotas  presently 
in  the  hands  of  the  other  supplying  nations  would  become  a  part 
of  their  permanent  quota.  Then  I  would  authorize  the  Presiaent, 
assuming  diplomatic  relations  were  restored,  that  he  be  authorized 
to  give  a  quota  ta  Cuba  over  a  period  of,  say,  3  years  out  of  deficits 
and  growth.  In  other  words,  I  would  not  take  away  from  the  nations 
that  have  been  supplying  it  but  I  would  give  them  a  quota.  But  sir, 
if  I  had  my  way,  I  would  average  the  quotas  of  Mexico,  Santo 
Domingo,  and  Brazil  and  at  no  time  would  Cuba  have  a  quota  larger 
than  those  nations'.  It  is  important  that  we  resolve  this  question 
and  I  guess  the  Sugar  Act  is  about  the  only  time  we  will  get  at  it. 

One  other  point,  sir.  I  assume  negotiations,  di;rectly  or  indirectly, 
are  going  on  with  Cuba  right  now.  If  this  is  the  case,  the  law  is 
starting  Cuba  out  with  a  pretty  good  position.  They  ar;e  saying,  you 
will  now  be  the  largest  sugar  supplier  in  the  Western  Hemisphere. 
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They  are  starting  out  with  800,000  tons.  To  me,  that  is  not  right  ai^d 
I  would  knock  it  out. 

I  welcome  the  opportunity  to  respond  to  your  question,  sir. 

Mr.  Wampler.  Are  there  other  witnesses  who  care  to  respond  to 
that? 

Ms.  Dellale.  Yes,  sir,  I  would  like  to  say  something  on  this  and 
I  speak,  I  think,  on  behalf  of  many  of  the  Liatin  American  nations. 
We  have  a  bad  habit  of  thinking  in  Latin  America  that  if  something 
is  lent  to  us  for  a  long  time,  we  begin  to  take  for  granted  that 
we  really  own  this  quota.  We  should  not,  of  course.  We  know  it  is 
temporary.  But  it  has  been  temporary  for  a  great  many  years.  And 
I  am  afraid,  sir,  that  including  the  large  countries,  O^ta  Kica  has 
been  a  very  temporate  country.  I  told  you  we  have  no  army.  But  1 
assure  you  that  if  the  Cuban  quota  comes  back  and  is  taken  away 
we  will  feel  we  have  lost  something  thajt  we  have  been  proud  to  fill 
over  all  these  years. 

I  would  ^o  along  with  Mr.  Moimt's  suggestion  concerning  his  re- 
serve set-aside,  but  in  a  different  manner.  I  think  that  1,150,00( 
tons  is  too  much,  because  we  also,  you  realize,  are  losing  our  deficits 
into  that  pool  set-aside.  I  think  that  would  reallj  break  our  hearts 
We  rather  like  the  word  "deficit."  It  sort  of  gives  you  a  do-gooc 
feeling  to  be  able  to  fill  them.  Consequently,  sir,  if  the  Cuban  quote 
of  800,000  tons  was  put  into  that  pool  instead  of  any  other  deficitJ 
going  into  that  pool,  perhaps  it  would  give  a  start  on  solving  thai 
crisis  when  it  finally  comes  up. 

Thank  you,  sir. 

Mr.  Wampler.  Would  either  of  you  other  gentlemen  want  to  com 
ment? 

Mr.  MtElRs.  I  would  like  to  touch  on  that  a  moment,  Mr.  Chair 
maoi.  I  was  director  of  the  Sugar  Division  when  Cuba  left  the  orbii 
of  the  Western  countries  and  took  our  property  and  went  to  Kussij 
with  it  or  to  the  Communist  orbit.  It  became  an  imdependable  source 
of  supply.  We  had  to  reach  out  everywhere  to  get  sugar.  I  thin! 
some  of  you  folks  will  remember  that  you  sat  up  all  night  lon^ 
adjusting  your  legislation  so  that  we  could  do  that. 

Now  these  countries,  and  I  am  just  now  repeating  what  has  beer 
said,  but  for  emphasis,  these  countries  that  have  supplied  th 
United  States  with  sugar  over  the  years  certainljr  should  not  hav( 
the  rug  pulled  out  from  under  them,  and  of  all  times,  I  think  yoi 
men  have  the  responsibility  of  thinking  about  the  Ajnerican  con 
sumer.  Where  are  you  going  to  get  sugar?  Can  you  honestly  expec 
foreign  countries  to  increase  their  production,  make  investment 
that  will  take  them  10  to  20  years  to  repay,  if  you  are  going  to  hol< 
a  threat  that  every  time  some  negotiator  takes  a  notion,  fliey  wil 
go  down  the  drain  and  Cuba  will  get  that  market.  I  do  not  thin 
it  is  good  business  from  the  standpoint  of  getting  sugar  for  th 
United  States. 

Mr.  O'DoNNELL.  Mr.  Chairman,  may  I  make  one  observation? 

Mr.  Wampler.  Yes. 

Mr.  O'DoNNELL.  That  night  that  we  stayed  up  all  night  with  tl: 
Sugar  Act  in  1960,  if  you  will  recall,  we  were  looking  for  a  place- 
we  had  broken  diplomatic  relations  with  Cuba  and  members  c 
this  committee  and  members  of  Congress  were  wondering  where  the 
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were  going  to  get  the  sugar.  You  will  recall  that  they  gave  15  per- 
cent of  the  Cuban  cut  to  the  Kepublic  of  the  Philippines.  The  Ee- 
public  of  the  Philippines  felt  afterwards  because  of  its  performance 
that  we  would  share  in  the  Cuban  cut,  but  we  have  never,  the 
Philippines  have  never  shared  in  the  Cuban  cut. 

Mr.  Wampler.  Mr.  Seeger,  did  you  have  any  response? 

Mr.  Seeger.  No,  sir. 

Mr.  Wampler.  I  want  to  thank  you,  Mr.  O'Donnell,  Mr.  Seeger, 
Colonel  Chambers,  Ms.  Dellale,  for  your  testimony  this  mornmg. 
We  appreciate  it  very  much. 

Again,  we  want  to  thank  the  distinguished  Ambassador  from 
Swaziland  for  his  presence  here  this  morning. 

If  there  are  no  other  questions,  the  committee  will  stand  in  recess 
until  10  o'clock  tomorrow. 

[Whereupon,  at  12  noon,  the  subcommittee  was  adjourned  until 
Friday,  March  1,  1974,  at  10  a.m.] 
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SUGAR  ACT  EXTENSION,  1974 


FRIDAY,  MARCH  1,   1974 

House  of  Kepresentatives, 
Committee  on  Agriculture, 

Washington^  D,  C. 

The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  1301, 
Lon^orth  House  Office  Building,  Hon.  W.  E.  Poage  [chairman] 
presiding. 

Present:  Bepresentativos  Poage,  Stubblefield,  de  la  Garza,  Earick, 
Mathis,  Bergland,  Denholm,  Matsunaga,  Wampler,  Mayne,  Sebelius; 
Findley,  Symms. 

Also  present:  Hyde  Murray  and  John  Eainbolt,  associate  coun-' 
sels;  and  Betty  Prezioso,  staff  assistant. 

The  Chairman.  The  committee  will  please  be  in  order. 

We  are  considering  the  extension  of  the  Sugar  Act.  Our  first  wit- 
ness this  morning  is  our  colleague,  Jaime  Benitez,  Resident  Commis- 
sioner from  Puerto  Eico. 

Evidently,  he  is  not  here,  so  we  will  have  our  next  witness,  Mr.' 
Dennis  O'Eourke,  representing  the  National  Association  of  Sugar 
Producers  of  Mexico. 

Mr.  O'Eourke,  we  are  delighted  to  have  you. 

STATEMENT     OF     DENNIS     O'ROURKE,     REPRESENTING     THE 
NATIONAL  ASSOCIATION  OE  SUGAR  PRODUCERS  OP  MEXICO 

Mr.  O'Eourke.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  affid  members  of  the  committee,  my  name  is  Dennis 
O'Eourke.  I  am  a  partner  in  the  law  firm  of  Kouss  and  O'Eourke 
of  Colorado  Springs,  Colo.,  and  Washington,  D.C.  I  appear  on  bcr 
half  of  the  National  Association  of  Sugar  Producers  of  Mexico^ 
(Union  Nacional  de  Productores  de  Azucar,  S.A.  de  C.V.).  With 
me  are  Senor  Francisco  Cano  Escalante,  chief  executive  officer  of  I 
the  National  Sugar  Industry  Commission  of  Mexico,  Senor  Hilario 
Ramos  Vicedo,  director  general  of  the  Association  and  Senor  Lui3 
Rodriguez  Duhalt,  deputy  director  of  the  association,  all  of  Mexico 
City. 

The  associa.tion  is  a  corporation  the  stock  of  which  is  owned  pro- 
portionately by  all  the  sugar  producers  of  Mexico.  It  is  responsible 
for  marketmg  all  Mexican  sugar,  both  internally  and  for  export,  as: 
well  as  for  marketing  the  byproduct  molasses  and  alcohol  pro- 
duced by  the  Mexican  sugar  industry. 

My  firm  and  I  are  registered  imdfer  the  Foreign  Agents  Eegis- 
tration- Act  of  1938^  as  amended.  We  have  filed  a  copy  of  our  regis- 
tration statement  with  the  committee. 

(261)     • 
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Mexico  believes  that  the  sugar  trade  relationship  it  has  had  with 
the  United  States  has  been  mutually  satisfactory  and  beneficial. 
Mexico  would  welcome  the  continuation  of  such  a  logical  and  mu- 
tually profitable  association  under  which  Mexico  would,  as  it  has 
done  in  the  past,  give  priority  to  the  United  States  in  its  exports  of 
sugar  since  Mexico  is  sure  that  the  normal  position  between  United 
States  and  world  sugar  markets  will  be  restored.  Mexico's  ability  to 
do  this  is  well  assured  by  the  sugar  industry  expansion  programs 
now  underway.  Mexico  suggests  a  longer  rather  than  a  shorter  term 
extension  of  the  program  and  a  continued  participation  by  Mexaco 
in  the  United  States  market  at  about  the  present  level,  that  is  to 
say  about  six  percent  of  the  total  United  States  sugar  requirement. 
The  importance  of  the  Mexico-United  States  sugar  trade  is  empha- 
sized by  the  veiy  large  total  volume  of  Mexico-United  States  trade, 
in  which  the  balance  heavily  favors  the  United  States, 

Mr.  Chairman,  I  wish  to  offer  for  the  record  a  statement  which 
includes  specific  responses  to  the  points  set  forth  in  the  committee's 
notice  to  prospective  witnesses  of  February  4.  Such  responses  are 
numbered  to  correspond  to  the  numbering  of  the  points  in  the  com- 
committee's  notice. 

1.  REASONS  FOR  DESIRING  TO  CONTINUE  PARTICIPATION  IN  THE  U.S. 

SUGAR  PROGRAM 

It  is  Mexico's  view  that  overall  the  U.S.  sugar  program  has  pro- 
vided a  mutually  satisfactory  arrangement,  since  it  has  been  a  logi- 
cal partnership  between  two  coimtries  whose  geographical  and  com- 
mercial positions  make  it  a  natural  relationship.  Mexico  feels  that 
a  reciprocally  profitable  association  tends  to  be  the  most  fruitful 
one.  These  are  the  most  important  reasons  why  Mexico  desires  to 
keep  participating. 

2.  PERFORMANCE    RECORD   FOR   THE    PAST   TWO   YEARS     (1972-73)    UNDER 

EXISTING  U.S.  SUGAR  ACT 

During  the  2  years  1972-73 — ^as  was  true  for  all  preceding  years 
— ^Mexico  has  fully  filled  all  its  basic  and  temporary  quotas  and  all 
deficit  allocations  assigned  to  it  under  the  United  States  Sugar  Act. 
In  view  of  its  present  and  prospective  sugar  production  and  sup- 
plies, Mexico  intends  to  fulfill  its  current  adjusted  quota  for  1974 
in  the  United  States  market. 

3.  ASSURANCE  FOR  CONTINUED  PRIORITT  PERFORMANCE  IN  THE  FUTURE 

TO  THE  U.S.  MARKET 

Mexico  would  continue  to  give  priority  to  the  U.S.  market,  since 
it  is  sure  that  in  the  long-range  the  incentive  differential  between 
United  States  and  world  markets  will  prevail  in  favor  of  the  former. 
Mexico  must,  of  course,  first  supply  its  own  internal  sugar  needs, 
which  are  substantial  and  growing,  and  has  taken  the  necessary 
steps  in  that  direction  without  any  sacrifice  to  its  exports.- 
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4.    PERTOKICANC^    CAPABIIilTY 


Mexico  has  every  reason  to  expect  that  it  will  be  capable  of  filling 
fully  U.S.  sujgar  quotas  at  the  levels  requested  to  Mexico  under  an 
extended  equitable  program  such  as  the  United  Stisttes  now  has. 

Mexico's  sugar  development  programs  are  conceived  in  such  a 
manner  as  to  take  care  of  farm,  as  well  as  industrial,  distributive, 
handling  and  export  facilities. 

Such  programs,  in  which  Mexico  is  now  engaged,  comprise  the 
next  10  years  and  look  forward  to  complete  satisfaction  of  its  in- 
ternal consumption  and  its  export  market. 

During  this  1973-74  crop  season,  three  new  sugar  mills  will  start 
operations.  Also  this  year  construction  of  another  three  sugar  mills 
will  be  started.  Before  the  end  of  the  1976-1977  crop  season,  Mexico 
will  complete  another  seven  sugar  miUs.  Each  of  these  13  mills  will 
have  a  production  capacity  of  between  60,000  and  100,000  metric 
tons  per  crop  season.  Mexico  is  thus  specifically  demonstrating  its 
willingness  and  capacity  to  expand  its  production. 

In  summary,  the  Mexico  sugar  industry  is  a  healthy  and  growing 
industry,  with  every  prospect  of  becoming  even  larger  and  more 
efficient.  Mexico  has  extensive  additional  land  areas  where  sugar 
crops  may  be  successfully  grown. 

Mexico  is  already  the  seventh  largest  sugar  producing  coimtry  in 
the  world.  It  is  likely  to  move  up  m  rank  within  the  decade. 

Mexico  excells  all  other  non-continental  United  States  sugar  sup- 
pliers, domestic  as  well  as  foreign,  in  its  ability  to  make  timely 
shipments. 

Sugar  from  Mexico  reaches  U.S.  refineries  more  quickly  than  from 
any  other  foreign  su^ar  source. 

Mexico  has  the  ability  to  deliver  quickly  and  economicallv  not 
only  by  water,  but  also  by  land.  In  1973^  approximately  65,000  tons 
of  Mexican  sugar — ^nearly  10  percent  of  its  total  sales  to  the  United 
States — were  shipped  by  rail. 

Mexico,  because  of  its  production  season  (November- June)  and 
the  short  shipping  time  to  the  United  States  is  one  of  only  two 
principal  foreign  suppliers  that  can  deliver  new  crop  sugar  to  the 
United  States  before  the  turn  of  the  calendar  year. 

Mexico  built  at  Veracruz  in  1965,  with  the  needs  of  the  U.S.  market 
particularly  in  mind,  one  of  the  most  modem  and  efficient  sugar- 
loading  terminals  in  the  world.  Such  terminal  has  a  normal  Up- 
loading capacity  of  850  tons  of  sugar  per  hour,  which  enables  the 
loading  of  a  15,000  ton  vessel  in  less  than  24  hours.  In  each  of  the 
years  1972  and  1973,  approximately  500,000  short  tons  of  sugar 
were  shipped  from  the  Veracruz  terminal  to  the  United  States. 

Sugar  from  the  Veracruz  terminal  reaches  United  States  refineries 
on  the  Gulf  of  Mexico  within  50  hours  of  shij)  sailing  time  from 
Veracruz.  It  reaches  North  Hatteras  refineries  within  approximately 
5  days  of  sailing  time. 

Such  delivery  times  to  Gulf  refineries  are  materially  shorter  than 
those  from  any  other  sugar  supplying  countrjr  to  any  U.S.  refinery. 
Such  delivery  times  to  North  Hatteras  refineries  are  about  the  same 
as  the  delivery  times  from  the  Caribbean  areas. 
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Sugar  from  mills  in  the  State  of  Tamaulipas,  north  of  Veracruz, 
can  and  does  reach  the  refinery  near  Houston,  Tex.,  by  rail  within 
3  days  after  a  train  leaves  the  Mexican  sugar  mill.  If  ocean  shipping 
should  become  unavailable  or  not  be  feasible,  Mexico  could  make 
rail  or  truck  shipments  to  refineries  at  any  point  in  the  United  States. 
No  other  foreign  sugar  supplier  has  a  like  ability. 

5.  OTHER  ACTUAL  OR  EXPECTED  SPECIAL  ARRANGEMENT  COMMITMENTS 

Mexico  has  participated  in  the  1968  International  Sugar  Agree- 
ment, which  has  now  expired.  Because  Mexico  took  care  that  its 
sugar  went  to  the  United  States,  its  96,000  metric  ton  yearly  world 
quota  was  not  fulfilled  to  any  extent  in  any  year.  Mexico  has  had 
no  other  special  arrangement  commitments. 

6.   NATURE  OF  MEXICO'S  SUGAR  INDUSTRY SHARING  OF  BENEFITS  BY 

FARMERS  AND  WORKERS 

Mexico  has  a  sugar  development  program  sponsored  by  the  Na- 
tional Sugar  Industry  Commission,  which  is  fully  supported  by  the 
Federal  Government  and  in  which  private  interests  participate  ac- 
tively. This  program  not  only  takes  into  consideration  production — 
which  has  increased  by  one-half  million  metric  tons  over  the  last 
three  seasons — but  also  gives  high  priority  to  social  development. 
The  farmer  gets  the  benefit  of  no  less  than  65  percent  of  tne  net 
sales  proceeds,  which  includes  not  only  his  direct  one-half  of  the 
sales  price  of  sugar  and  by-products  but  also  the  value  of  housing, 
road  construction,  sewage  and  water  facilities,  electrification,  social 
security,  medical  assistance  and  many  other  substantial  benefits. 
Sugar  proceeds  are  also  used  in  Mexico  for  elementary  school  con- 
struction in  the  cane  growing  areas.  Technical  schools  devoted  to 
sugar  training  and  development  are  also  supported. 

Preference  in  training  is  given  to  sons  of  sugar  cane  growers,  so 
as  to  use  these  people  in  the  sugar  industry  in  available  positions. 

Sugar  workers  are  one  of  the  b^  paid  labor  groups  in  the  country. 
They  also  enjoy  their  own  housing  projects,  complete  with  schools, 
shopping,  sporting  and  entertainment  facilities,  churches  and  other 
services  that  have  greatly  improved  the  quality  of  their  lives.  In 
short,  Mexico  is  conscious  of  the  need  for  fair  and  sound  distribution 
of  the  income  that  sugar  gives  the  country,  whether  from  external  or 
internal  sales.  Each  sector  that  participates,  including  farmers,  labor- 
ers and  investors,  benefits.  This  reflects  the  country's  policy  of  trying 
to  achieve  a  more  fair  distribution  of  its  wealth  and  has  helped  to 
make  Mexico  the  most  stable  of  the  developing  coimtries  participat- 
ing in  the  U.S.  sugar  program. 

7.  ATTITUDE  OF  MEXICO  TOWARD  THE  UNITED  STATES  AND  RECORD  OF 
TREATMENT  OF  UNITED  STATES  CITIZENS'  INTERESTS  AND  PROPERTY 
WITHIN    MEXICO 

Mexico  has  expressed  itself  in  several  instances  about  this  important 
item.  Mexico  is  respectful  of  other  people's  rights,  and  fair  in  the 
treatment  of  United  States  or  other  foreign  interests. 
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Mexico's  criteria  on  foreign  investments  is  selective,  not  restrictive. 
It  receives  foreign  investments  as  complementary  to  the  local  ones  so 
long  as  they  adjust  to  Mexico's  development  policy. 

Mexico  seeks  that  these  investments  be  beneficial  for  both  parties 
since  the  law  enacted  on  this  matter  states  clearly  tlie  aforementioned 
principles  and  establishes  an  organization  that  makes  it  flexible — the 
National  Commission  for  Foreign  Investments. 

8.    WORLD    MARKET    SALES    FOR    THE    PAST    3    YEARS 

Mexico  has  made  no  world  market  sales  during  the  past  5  years. 
All  exports  have  been  reserved  for  the  United  States. 

9.    STATUS    OF   MEXICO's   DOMESTIC    CONSUMPTION 

Mexico's  domestic  consumption  over  the  last  10  years  has  grown 
at  the  rate  of  5.5  percent  per  year.  Sugar  has  a  most  important  place 
in  the  diet  of  the  Mexican  population.  This  is  one  of  the  main  reasons 
why  the  country  gives  priority  to  the  development  of  sugar  pro- 
duction. 

10.  SOCIAL  AND  ECONOMIC  PROFILE  OF  MEXICO,  INCLUDING  DEPENDENCE 
ON  SUGAR  FOR  FOREIGN  EXCHANGE,  NEED  FOR  ECONOMIC  DEVELOPMENT 
AND  IMPORTANCE  OF  SUGAR  PROGRAM  MARKET  IN  THE  UNITED  STATES 

The  value  of  Mexico's  purchases  from  the  United  States  has 
exceeded  by  a  large  amount  for  many  years  the  value  of  U.S.  pur- 
chases from  Mexico.  In  1073,  Mexico's  purchases  from  the  United 
States  were  $2.9  billion  while  U.S.  purchases  from  Mexico  were  $2.3 
billion,  leaving  a  balance  in  favor  of  the  United  States  of  $600 
million.  Among  all  foreign  countries,  Mexico  is  the  fouith  or  fifth 
largest  customer  of  the  United  States  being  exceeded  by  only  Canada, 
Great  Britain,  Japan  and  sometimes  West  Germany. 

Year  in  and  year  out,  sugar  is  the  largest  or  second  largest  single 
commodity  export  item  and  foreign  exchange  earner  for  Mexico.  It 
is  almost  certain  to  be  Mexico's  largest  expoit  item  in  1974. 

The  total  annual  adverse  trade  balance  with  the  United  tSates  of 
all  sugar-supplying  countries  is  about  $1.5  billion.  Mexico's  adverse 
balance  of  trade  with  the  United  States  is  more  than  one-third  of 
this  total.  It  is  by  far  the  largest  adverse  balance  among  all  the 
countries  that  supply  sugar  to  the  United  States. 

Mr.  Chairman,  the  very  fact  of  this  hearing  and  the  concern  which 
you  and  your  colleagues  have  about  sugar  legislation  demonstrates 
that  the  United  States  seeks  stability  in  its  sugar  trade.  In  looking 
forward  to  continued  assured  access  to  the  U.S.  market  at  remunera- 
tive prices  under  a  sugar  program  of  the  kind  that  has  worked  so 
well  for  the  past  4  decades,  Mexico  also  seeks  a  continued  stability 
that  will  facilitate  the  sound  expansion  of  its  sugar  industry  and  the 
provision  of  necessary  sugar  for  both  its  internal  and  expoit  markets. 

We  thank  the  committee  for  this  opportunity  to  be  heard. 

Mr.  Stubblefield.  [Presiding].  Thank  you,  Mr.  O'Eourke.  We 
will  ask  you  to  stand  by  for  further  questioning  until  the  other  wit- 
nesses have  been  heard. 
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Mr,  O'EoxTEKE.  I  shallj  Mr.  Stubblefield. 

Mr,  StubbiiEfield*  The  next  witness  is  Mr,  James  Juliana, 
James  N.  Juliana  AssociateSj  Inc.,  speaking  for  the  sugar  industry  of 
the  Dominicau  Bepublic.  M 

STATEHEHT  OF  JAMES  N.  JULIANA,  BEPEESENTINiJ  THE  SUGAH 
IKDUSTEY  OP  THE  DOMmiCAN  KEPUBUC 

Mr,  Juliana.  Mr.  Chairman  and  members  of  the  committee.  My 
name  is  James  N.  Juliana  of  James  N.  Juliana  Associates,  Inc., 
1812  K  Street,  NW,,  Washington,  D.C, 

I  am  the  registered  representative  of  the  Consejo  Estatal  del 
Azncar^  commonly  referred  to  as  the  State  Sugar  Council  of  the 
Dominican  Eepubiic,  as  well  as  the  Government  of  the  Dom.inican 
Kepublic,  I  appear  here  today  representing  the  entire  sugar  industry 
of  that  country. 

In  compliance  with  the  requirements  of  the  Foreign  Agent  Kegis- 
tration  Act  of  1938,  as  amended,  and  the  rules  and  regulations  issued 
pursuant  thereto  by  the  Attorney  General  of  the  United  States, 
copies  of  materials  to  be  dissc^minated  as  part  of  my  presejitation 
have  been  labeled  "Political  Propaganda"  m  the  format  prescribed 
by  Rule  402  promulgated  in  accordance  with  the  act 

In  your  notice  to  prospective  witnesses  of  Febniary  4,  1974,  Mr, 
Chairman,  you   requested  representatives   of   foreign   suppliers   to 
testify  to  specific  areas  of  primary  concern  to  the  committee^  Those  _ 
areas  wiU  m  covered  during  the  course  of  my  testimony.  ■ 

REASONS  TOR  VESJMnfQ  TO  CONTINUE  PAETlCrPATlON  IN  THE  TT.S.   ST7QAE 

PROGRAM  M 

Mr,  Chairman,  it  is  absolutely  necessary  for  the  progress  and 
economic  growth  of  the  Dominican  Eepublic  that  it  continue  to  par- 
ticipate in  the  U.S.  sugar  program  at  a  level  exceeding  its  present 
l>art.icipation.  The  economy  of  the  Dominican  Republic  depends  to  a 
great  degree  on  the  activities  of  its  sugar  industry,  and  particularly 
on  its  exports  to  the  United  States,  This  is  more  critical  than  that 
of  any  other  sugar  quota  country*  The  Dominican  Sugar  Industry  is 
the  principal  vehicle  within  the  national  economy  for  the  distribution 
of  wealth  and  is  the  main  motive  force  for  economic  development. 
The  economy  of  the  Dominican  Kepnblic  is  prospering  and  one  of  the 
main  stimuli  for  this  prosperity  is  the  opportunity  for  participation 
in  the  U,S.  sugar  program.  ^  M 

The  Dominican  Kepublic  is  a  small  country,  with  a  population  of' 
approximately  4,4  million  people  (197S  estimate).  Its  total  area 
covers  18,712  sq.  miles.  It  is  the  closest  source  of  appreciable  quan- 
tities of  sugar  available  to  the  East  coast  sugar  markets  or  the 
United  States*  There  is  no  other  coimtry  in  the  We^em  Hemisphere, 
with  participation  in  this  market,  that  has  a  higher  proportion  of  its 
people  who  derive  their  income  directly  or  indirectly  from  the  pro- 
duction of  sugar.  The  internal  market  of  the  Dominican  RepubFic 
is  insufficient  to  support  anything  other  than  a  limited  autonomy  in 
agriculture  and  manufactured  items.  It  must,  thei'efoi^e,  y&\y  to  a 
very  great  extent  on  its  external  trade  in  order  to  provide  for  its 
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growing  requirements  in  manufactured  consumer  products^  raw 
materisQs  for  its  new  industries,  and  capital  goods  needed  for  sustain- 
ingwoaiomic  development  and  orderly  diversifici^ticMi. 

The  Dominican  ]Kepublic  niust  dejpend  largely  on  the  production 
and  export  of  sugar  and  other  itwns,  m  which  it  has  achieved  a  fairly 
high  degree  of  efficiency,  to  earn  the  foreign  exchange  required  for 
these  purposes.  The  stability  of  the  economy  depends  on  its  sugar 
exports  finding  a  stable  market  where  reasonable  prices  prevail,  such 
as  the  United  States. 

PEREORMANCE  RECORD 

The  Dominican  Kepublic  is  the  largest  foreign  supplier  of  sugar  to 
the  United  States,  second  only  to  the  Philippines.  During  1972  and 
1973,  the  Dominican  Kepublic's  deliveries  to  the  United  States 
totaled  1,478,268  tons,  an  average  of  739,134  tons,  or  13.72  percent 
of  all  foreign  quota  charges;  a  quantity  that  exceeds  the  next 
largest  supplier  by  15  percent.  Under  the  act,  its  adjusted  quota  for 
1974  is  786,741  tons,  based  on  a  domestic  consumption  of  12  million 
tons. 

Since  its  participation  in  the  U.S.  sugar  program^  the  Dominican 
Kepublic  has  never  failed  to  meet  its  quota,  includmg  any  and  all 
quantities  allocated  to  it  as  the  result  of  deficits  in  other  areas. 

In  November  of  1973,  responding  to  two  requests  for  additional 
sugar  by  the  Department  of  Agriculture,  on  a  first-come,  first-served 
basis,  the  Dominican  Republic  supplied  over  33,000  tons  of  sugar 
over  and  above  their  final  adjusted  quota  for  the  year. 

ASSURANCES  FOR  CONTINUED  PRIORTTT  PERFORMANCE  IN  THE  FUTURE  TO 

THE  U.S.  VARKET 

The  Government  of  the  Dominican  Kepublic  has  declared  its  con- 
tinuing commitment  to  the  U.S.  market  and  will  fulfill  its  current 
final  adjusted  quota  for  1974  on  a  top  priority  basis,  including,  as  it 
has  always  done  in  the  past,  allocations  due  to  deficits  declared.  Ap- 
proximately 366,000  tons  of  sugar  have  already  been  committed  to  the 
U.S.  market,  for  arrival  during  the  first  4  months  of  1974.  As  of 
February  27, 100,021  tons  have  already  arrived  in  U.S.  ports. 

I  am  pleased  to  mention,  today,  that  as  a  result  of  the  Department 
of  Agriculture's  announcement  of  January  11,  1974,  raising  the 
domestic  consumption  to  12.5  million  tons  and  making  available 
over  400,000  tons  to  foreign  suppliers  on  a  first-come,  first-served 
basis,  the  Dominican  Republic  is  taking  the  steps  to  commit  approxi- 
mately 35,000  additional  tons,  over  and  above  the  legal  commitment 
to  the  U.S.  market,  to  be  delivered  to  the  United  States  during  the 
second  quarter  of  1974k 

PERFORMANCE  CAPABILITY  AND  EVALUATION  OP  EXISTING  ST7GAR  INDUSTRY 

The  record  of  the  Dominican  Republic  as  a  reliable  supplier  to 
the  U.S.  market  s  not  just  a  recent  phenomenon.  The  very  important 
role  of  the  Dominican  Republic  within  the  U.S.  sugar  program  has 
worked  to  the  benefit  of  both  countries.  It  has  allowed  the  United 
States  to  coimt  upon  a  reliable,  nearby  source  of  supply,  not  only  in 
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times  of  abundance,  but  also,  as  is  the  case  presently,  when  sugar 
has  been  in  relative  scarcity  throughout  the  world. 

Likewise,  the  assignment  of  a  Targe  and  largely  predictable  quota 
to  the  Dominican  Republic  has  permitted  the  Dominican  sugar 
industry  to  plan  and  market  its  production  in  an  orderly  fashion 
and,  thereby,  to  meet  a  growing  U.S.  cjemand  without  fail. 

The  Dominican  Eepublic  is  ideally  suited  for  its  role  as  a  prime 
supplier  of  the  sugar  import  requirements  of  the  United  States  anc 
is  prepared  to  continue  participating  in  the  U.S.  sugar  program  tc 
an  even  greater  extent  than  it  has  to  date.  Production  for  1974  has 
been  established  by  Presidential  Decree  No.  4280,  dated  February 
18,  1974,  at  1,400,000  tons.  The  Dominican  Republic  can  be  reliabl5 
depended  upon  to  deliver  to  the  United  States  approximately  1 
million  tons  of  sugar  annually  by  1976  and  somewhat  larger  tonnages 
in  subsequent  years.  Expansion  programs  already  underway  wil 
increase  production  to  1,600,000  tons  by  1977,  with  future  increases 
expected  from  plans  presently  under  studjr. 

As  previously  mentioned,  the  Dominican  Republic  is  the  mosi 
reliable  and  closest  source  of  supply  to  the  critical  East  coast  ports  o: 
the  United  States.  Modern  bulldoading  and  storage  facilities  make 
it  possible  for  deliveries  to  be  made  from  processing  plant  to  U.S 
ports  in  a  relatively  short  period  of  time. 

The  Dominican  sugar  industry  has  maintained  a  willingness  to  set 
aside  reserves  for  the  U.S.  market.  Over  the  past  3  years  set  aside 
reserves  averaged  approximately  189,000  tons. 

SPECIAL  ARRANGEMENT  COMMITMENTS 

Exportable  sugar  production  in  the  Dominican  Republic  is  not 
committed  to  anv  other  preferental  market,  nor  is  it  affected  by  any 
bilateral  or  multilateral  arrangements. 

BRIEF  EXPLANATION  OF  THE  SUGAR  INDUSTRY 

Twelve  of  the  Dominican  Republic's  16  sugar  mills,  which  account 
for  approxmately  two-thrds  of  the  total  production,  are  State  owned. 
By  law,  40  percent  of  their  net  profits  are  paid  out  to  workers,  while 
the  remaining  60  percent  is  used  to  fimd  public  health,  education, 
housing  programs,  and  for  the  diversification  of  the  economy.  The 
privately  owned  mills  have  similar  plans  through  bonuses  and  profit 
sharing. 

Independent  cane  farmers  supply  23  percent  of  the  Industry's 
requirements.  They  are  paid  the  average  sales  price  on  130  pounds 
of  sugar  and  3  gallons  of  final  molasses  for  each  ton  of  cane  supplied. 
Approximately  55  cents  out  of  each  dollar  received  by  the  Inoustry 
is  paid  out  in  the  form  of  wages,  salaries  and  other  benefits  for  per- 
sonnel services  or  to  cane  farmers. 

The  Dominican  sugar  industry  pays  the  highest  wages  in  the  for- 
eign sugarcane  industry,  with  a  possible  exception  of  Australia,  and 
pays  the  largest  share  of  the  quota  premium  to  workers  through 
bonuses,  ►profit  sharing  plans,  educational,  health,  and  housing 
facilities. 

Almost  one-tenth  of  the  entire  Dominican  population  depends 
directly  for  its  livelihood  on  wages  and  benefits  stimulated  by  the 


Digitized  by  VjOOQIC 


(269 

sugar  industry.  Sugar  export  sales  produce  60  percent  of  the  country's 
foreign  exchange  income^  while  direct  tax  payments  by  the  industry 
account  for  more  than  10  percent  of  the  national  budget. 

ATTrrUDE  TOWARD  THE  U.S.  GOVERNMENT 

Mr.  Chairman,  there  is  a  long  history  of  friendly  relations  be- 
tween the  Dominican  Republic  and  the  United  States  characterized 
by  a  continuous  and  fruitful  cooperation  between  the  two  comitries 
in  many  areas.  The  prime  example  of  this  mutually  beneficial  coop- 
eration has  been  precisely  the  trade  relations  maintained  between 
the  two  countries. 

The  investments  by  U.S.  citizens  and  corporations  in  the  Domini- 
can Republic,  under  the  protection  and  incentives  provided  by 
Dominican  law,  whdreby  all  cases  of  legitimate  reclamation  by  U.S. 
interests  presented  to  the  Dominican  Government,  have  been  satis- 
factorily resolved. 

WORLD   MARICET   SALES   FOR   THE   PAST   3    YEARS 

During  the  period  1971  through  1973,  sugar  exports  to  destina- . 
tions  other  than  the  United  States  averaged  436,162  tons  annually. 
A  table  is  attached  for  your  review. 

DOMESTIC  CONSUMPTION 

The  internal  market  is  characterized  by  a  small  population,  with 
a  relatively  high  per  capita  consumption  of  86  pounds  of  sugar. 
Local  consumption  for  1974  will  be  approximately  194,000  tons  and 
there  is  no  hidden  potential  demand  that  could  materially  affect 
exports  in  future  years. 

Mr.  Chairman,  the  record  of  the  Dominican  sugar  industry  speaks 
for  itself.  You  are  all  familiar  with  the  statistical  data  and  it  would 
be  a  poor  use  of  your  time  to  recite,  here,  facts  that  are  well  known. 
However,  we  will  be  only  too  glad  to  supply,  at  any  time,  any  addi- 
tional and  specific  information  that  may  be  needed  by  the  committee 
for  the  purposes  of  obtaining  the  objectives  of  the  Sugar  Act. 

To  conclude,  the  Dominican  Republic  strongly  supports  the  ex- 
tension of  the  Sugar  Act  for  a  period  of  5  years.  It  is  convinced  that 
such  an  extension  will  benefit  the  welfare  of  consumers  of  sugar,  the 
domestic  and  forei^i  sugar  producei*s,,  and  will  elimhiate  uncer- 
tainties. The  Dominican  sugar  industry  is  more  than  able  to  supply 
tliis  market  with  a  basic  plus  temporary  quota  of  860,000  tons.  That 
is  our  quota  request.  :  - 

Thank  you,  Mr.  Chairman  and  members  of  the  committee^ 


SUGAR  DELIVERIES  OF  THE  DOMINICAN  REPUBLIC 

;  SHORT  TbNS-RAW  VALUE;  1971-73  INGtUSIVE 

:   ^    ^        ..■.•■.,.             ,  .  J"  ^ . 

Sugar  BxpQrts 

Su|ar  exports  to  the             to  destina- 

linlted  States                  tions  other 

..■.._.             r._                   than  the             ■  LociM 

Under  quota   Quota  exempt    United  States      consumption 

1971 : 

1972 - - 

1973 

655.960             70.269           381.562             150,227 
736.807             20.358           494.^0             160.571 
741.461           '   3.845           432,264             171.763 
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Mr,  Sttjbblefield,  Thank  you,  Mr,  Juliana.  If  you  will  step  aside  I 
and  wait  for  questioning,  we  appreciate  your  presence. 

The  next  witness  is  Mr.  N.  David  Palmeter,  of  Washington,  D*C., 
representing  the  Indian  Sugar  Industry  Export  Corp,,  Ltd. 

STATEMENT  OF  N.  DAVID  PAIMETEE,  REPEESENTING  TEE  INDIAN 
STJGAE  IHDDSTEY  EXPOET  CORP.,  LTD, 

Mr.  PAiiHETER,  Mr,  Chairman,  my  name  is  Jf,  David  Palmeter  of 
the  law  firm  of  Daniels  &  Houlihan,  Washington,  D,C,  I  appear  on 
behalf  of  the  Indian  Sugar  Industry  Export  Corp,,  Ltd,j  a  private 
corporation  which  represents  all  of  the  presently  operating  227  sugar  ^ 
factories  in  India,  and  handles  all  sugar  exports  from  India, 

We  greatly  appreciate  tliis  opportunity  to  appear  before  the  com- 
mittee and  present  otir  views.  We  have  filed  the  required  statement 
under  the  Foreign  Agents  Kegistration  Act  with  the  Department  of  j 
Justice, 

Mr.  Chairman  J  we  have  prepa?'ed  a  detailed  statement  discussing, 
item-by-item,  the  10  points  outlined  in  the  committee's  notice  to 
prospective  witnesses  of  February  4. 

U   REASOKS  FOK  DESIRtNG  lY)  COXTTXliK  P.lRTmPATION  IX  THE  tT.S.  STTGAl 

FROGBAM 

The  Indian  Sugar  Industry  Export  Corp.,  Ltd,  desires  to  continue 
partidpation  in  the  U.S.  sugar  program. 

A.  To  provide  an  orderly  outlet  for  increasing  production  of  sugar 
in  order  to  permit  the  industry  to  expand  in  anticipation  of  growing 
domestic  and  foreign  demand,  and  to  fulfill  development  plans  of  the 
Government  of  India  for  increased  employment  and  increased  farm 
income;  iJ^I 

B,  To  maintain  and  build  its  place  in  world  sugar  markets ;  ^^B 
C*  To  cooperate  to  the  fullest  extent  possible  with  the  Goveniment 

of  India  in  order  to  obtain  hard  currency  for  the  financing  of  needed 
development. 


12.    PERFORMANCE  RECORD  FOR  THE  PAST  2  TEARS    (1072-7  3)    UNDER  EXIBl 
ING  tJ.S.    SUGAR  ACT,   INCLUDrNG  A   STATEMENT  OF  THE  EXTENT.   IT 
ANTj  OF  FARTICIFATION  IN  ACL  TJ6DA  QUOTA   ACTIONS   AND  A  REAF- 
FIRMATION   (FOR  THE  RECORD)    OF  THE  COUNTRY'S  COMLMTrMENT  TO 
PU1.PILL  THEIR  CURRENT  FINAL  ADJUSTED  QUOTA  FOR   19  74   TO  THBj 
U.8,   MAKKET  I 

In  1972-735  U.S.  Department  of  Agriculture  figures  show  that 
99.9  and  99.7  percent  of  Indians  total  quota  and  prorations  were 
entaredp  For  all  practical  purposes,  we  believe^  this  constitutes  com- 

glete  fulfillment  of  India's  entitlements,  but,  because  the  Indian 
ugar  Industry  Export  Corp,,  Ltd,,  was  of  the  belief  that  sliglitly 
more  than  its  entitlement  had  been  shipped  in  each  year,  indications 
of  a  shortfall^  however  negligible,  are  surprising— paiticularly  for 
1973. 

In  1&72,  India  was  entitled  to  enter  84,168  short  tons  raw  value; 
official  U.S,  Government  statistics  indicate  entry  of  84,090  short 
tons,  leaving  unentered  78  short  tons,  or  nine  one-hundredths  of  a 
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percent.  This  miiiiscule  shortage  apparently  was  caused  either  by 
slight  damage  in  transit,  or  spillage  in  offloading,  or  both.  The  fact 
is,  the  Indian  Sugar  Industry  Export  Corp.,  IM.,  in  the  hope  of 
avoiding  just  such  a  shortfall,  shipped  a  bit  more  than  its  quota  in 

1972  in  order  to  avoid  such  an  occurrence. 

In  1973,  official  U.S.  Department  of  Agriculture  data  showed  that 
India  entered  its  entire  entitlement  by  October  31  (table  1).^  Indeed, 
the  Indian  Sugar  Industry  Export  Corp.,  Ltd.,  again,  in  order  to 
reduce  the  risk  of  even  a  negligible  shortfall  as  occurred  in  1972, 
believed  it  had  overshipped  slightly.  Therefore,  when  late  in  the 
year  its  quota  was  increased  by  a  small  amount — 192  short  tons  to 
81,880  short  tons — official  USDA  figures  showed  that  this  amount 
had  entered,  or  had  arrived  and  been  authorized  for  entry — ^by 
November  30. 

Subsequent  recalculations  of  the  quotas  and  prorations  reduced 
India's  quota  back  to  81,688  short  tons.  This  in  itself  presented  no 
difficulty,  for  the  192  short  tons  involved  simply  could  oe  placed  in 
bonded  warehouse  for  early  entry  against  1974  entitlements.  However, 
statistics  indicate  that  as  of  January  14,  1974,  India's  entries  fell  247 
tons  short  of  its  previous  entitlement  of  81,688 — a  shortfall  of  three- 
tenths  of  1  percent. 

Given  the  fact  that  Bureau  of  Customs  figures  provided  to  the 
Department  of  Agriculture  indicated  that  the  full  81,688  short  tons 
had  entered  before  October  31,  1973,  and  that  the  slightly  increased 
quota  of  81,880  short  tons  had  entered  before  November  30,  this 
snortfall — ^however  slight — ^is  somewhat  puzzling.  After  the  1972 
experience,  the  Indian  Sugar  Industry  Export  Corp.,  Ltd.  had  been 
particularly  concerned  to  see  that  100  percent  of  its  entitlements  were 
entered,  and  justifiably  relied  on  the  October  and  November  figures. 
Thus,  they  are  unable  to  understand  the  later  data  revealing  that 
99.7  percent  of  their  sugar  finally  entered. 

Tn  anv  event,  entrie.s  of  99.9  percent  in  1972  and  99.7  percent  in 

1973  are,  we  believe,  highly  substantial  performance,  particularly  in 
view  of  the  earlier  indications  of  more  than  100  percent  of  the  final 
quota's  being  entered  in  1973.  We  would  submit  that  for  all  practical 
purposes,  India's  performance  was  complete. 

It  should  be  noted,  in  this  regard,  that  India  is  not  among  the 
nations  or  areas  for  which  deficits  were  determined  in  quotas  estab- 
hshed  under  section  202  of  the  act.  According  to  USDA,^  these 
deficits,  in  short  tons  raw  value,  were:  Domestic  beet  area  192,000; 
Texas  15,000;  Hawaii  42,000;  Puerto  Rico  765,000;  West  Indies 
79,907;  Panama  3,137;  Honduras  10,351;  Haiti  11,446;  Venezuela 
21,149. 

India  did  not  participate  in  the  first-come-first-serve  foreign 
allocations  that  were  announced  late  in  the  year  for  the  very  prac- 
tical reason  that  time  did  not  permit  participation.  Shipping  time 
from  India  to  the  United  States  is  approximately  6  weeks—making 
totally  imposisble,  for  example,  its  shipping  pursuant  to  the  Novem- 
ber 2y  increase,  and  practically  impossible  its  shipping  pursuant  to 
the  November  2  increase. 

As  the  committee  is  well  aware,  participation  in  such  unanticipated 
increases  requires  not  only  adequate  shipping  time  for  port-to-port 


^  An  taUet  appear  at  tbe  end  of  Mr.  Polmettr'a  statement. 
*  USDA,  Sugar  Reports  No.  260,  January  1974,  p.  6. 
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deliv&n' ;  shipping  also  must,  be  arranged  and  stocks  mo\^d  t-o  dock- 
side  prior  to  shipment — thus  the  impossibiUty  of  India's  participation* 

Furthermore,  \^e  believe  that  a  request  to  participate,  in  a  first- 
c^me- first-serve  quota  is  rather  unfair  to  a  developing  country  like 
India  that  is  located  at  such  a  distance  from  th©  United  States*  The 
economic  risk  is  enormous,  for  its  sugar  does  not  arrive  in  time^  tlie 
entire  loss  is  India's — and  the  likelihood  of  winning  the  '^race  to  the 
docks''  from  such  a  distance  is  remote* 

Tlie  Indian  Sugar  Industry  Export  Corp.,  Ltd.  stands  willing, 
not  only  to  fulfill  its  entitlements,  but  to  cooperate  fully  with  tlie 
Department  of  Agriculture  in  providing  additional  sugar  to  the  TXS* 
market.  The  cor?>oration  would  respond  as  expeditiously^  as  possible 
to  any  enquiry  from  the  Department  concernmg  its  ability  to  ship 
sugar  in  a  stated  amount  for  arrival  at  a  given  time.  It  sijnply 
needs  the  assurance  that  the  sugar  would  be  accepted  when  it  ari'ives. 

U.S.  domestic  sugar  requirements  for  the  year  1974  have  been  estab- 
lished as  12»5  million  short  tons  raw  value.  India's  total  quotas  and 
prarations  are  calculated  to  be  85,134  short  tons.  The  Indian  Sugar 
Industry  Export  Corp.,  Ltd.  reaffirms  for  the  record  its  commitment 
to  fulfill  this  current  final  adjusted  quota  for  1974.  h 

:i.  ASStTR.\NCES  FOtl  t^OXTrXIJEU  PRItmn^T  FERFOlUrANCE  IX  TXIE  FUTUHE 
'rO  THE  U.S,  MARKJET,  IXCLUDINO  BOTH  QUOTA  AMOUNTS  AS  WELL  AS 
ADDITIONAL  SUGAR  WHICH  ^UGHT  BE  REQUESTED  DURIKG  PERIODS  OB" 
SHORT  SUPPLY  j 

Tlie  Indian  Sugar  Industry  Export  Corp.,  Ltd-  can  assure  the  com-^ 

mittee  that  it  will  continue,  as  it  has  for  the  past  12  years,  to  give 
priority  to  the  U.S.  market.  The  corporation's  determination  to 
maintain  its  U.S.  market  has  been  shown  during  the  past  year  as 
prices  cm  the  alternative  world  market  rose,  above  V\S^  prices.  That 
1J)73  performance  was  not  unusual  is  shown  by  reference  to  1963- 
1964,  when  world  prices  also  exceeded  U.S.  prices,  TheUj  as  in  197S|« 
India  filled  its  quota.  1H 

Fiirthermoi*G,  the  corporation  will  do  its  utmost,  as  it  has  in  the 
past,  to  furnish  additional  sugar  which  might  be  requested  during 
peri  mis  of  sliort  supply.  At  times,  of  course,  as  in  late  1973,  this  is 
imi>ossible  for  the  ob\aous  reason  that  shi]jping  cannot  be  arranged 
on  extremely  short  notice,  and  approximately  6  weeks  is  needed  for 
actual  on-the-water  time  from  Bombay  to  east  coasts  U<S.  ports.  The 
corporation  woidd  hope  that  the  Department  of  Agriculture  would 
be  able  to  provide  sufficient  notice  of  increases  in  quota  jiTOrationaj 
to  permit  India  participation  in  the  futui-e. 


PEHFORMANCE  rAPABIIJTY,  INCLFDINO  WTLLINGXEKS  TO  8KT  ASIDE  RE 
SERVES  FOR  IT^S,  MARKET,  ABimTT  TO  MAKE  TLJMIELT  SHIPMF.XTS, 
CUHREXT  PKODUCllON  AND  SHIPI'IXO  CAPABIUTT,  AND  PLANS  WTTIIIK 
THE  XBXT  5  TEARS  FOR  EXFANSIUIN"  OF  FRODUCTION,  PROCESBIXG, 
XjOADINO,  and  STOR.\OE  FACILrriES  (THAT  IS.  A  DETAILED  KXPLAXA- 
non  ANB  EV.\LT:ATI0N  op  the  COUNTRY  S  existing  aUGAR  AND  ITS 
FUTURE ) 


I 


A.  Performance  CapahUity 

Wg  believe  that  India's  ability  to  supply  sugar  to  the  United  States 
often  is  greatly  underestimated.  Too  little  attention,  wb  believe,  is 
paid  to  such  facts  as ; 
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It  was  in  India  that  the  manufacture  of  sugar  from  sugarcane  first 
occurred.'* 

Approximately  one-third  of  the  world's  sugarcane  acreage  is  in 
India. 

India's  sugar  production  is  the  second  highest  of  coimtries  supply- 
ing sugar  to  the  United  States,  although  India  ranks  only  10  in  U.S. 
entitlements. 

A.I.  Sugar  Cane  Acreage 

During  1972-73,  there  were  5,997,000  acres  under  sugarcane  in 
India,  up  slightly  from  5,975,000  the  previous  year,  1971-72  (table 
2).  Cane  production  in  1971-72  amounted  to  115,378,000  tons  (table 
2).  ^ 

Sugar  is  not  the  only  product  produced  from  sugarcane  in  India, 
however.  This  accoimts  for  the  fact  that  while  approximately  one- 
third  of  the  world's  sugarcane  acreage  is  in  India,  India  ranks  second 
in  sugar  production  among  U.S.  supplying  countries.  Traditional 
indigenous  sweeteners,  Khandsari  and  Gur,  account  for  more  than 
two-thirds  of  the  cane  crop  of  India  (table  3) . 

A,2,  Sugar  Production 
Nonetheless,  despite  the  use  of  a  large  portion  of  the  total  cane 
crop  for  Khandsari  and  Gur,  India  is  still  a  large  producer  of  sugar. 
India's  performance  capability  perhaps  can  best  be  seen  from  table  4 
which  shows,  for  the  1960-61  to  1972-73  period  the  number  of  sugar 
factories  in  India,  sugar  production,  carryover  at  the  beginning  of 
each  season,  available  supply,  consumption,  and  exports. 

Sugar  production  reached  a  high  of  4,262,000  metric  tons  during 
the  1969-70  season.  The  failure  of  the  monsoon  2  years  in  a  row 
caused  a  downturn  in  sugar  production  during  the  1970-71  and  1971- 
72  seasons.  Nevertheless,  even  in  the  second  season  of  the  mon- 
soon failure,  production  exceeded  3  million  tons,  and  in  the  1972-73 
season  rebounded  to  3.9  million  tons.  The  Ministry  of  Agriculture  of 
the  Government  of  Indian  estimates  that  1973-74  production  will  be 
approximately  4.5  million  metric  tons. 

The  relative  production  capability  of  India  can  be  seen  from 
table  5  which  shows  the  10  countries  with  the  largest  1974  U.S.  quota 
ranked  according  to  that  quota,  their  annual  sugar  production  for 
the  period  1968-72,  the  average  1968-72  production  for  each  of  the 
10  countries,  world  production  for  the  same  periods,  the  1968-72 
average  production  of  each  country  as  a  percent  of  total  world  pro- 
duction for  each  period,  and  the  rank  of  each  country  according  to 
its  average  1968-72  production. 

Table  5  shows  that  for  the  period  1968-72,  even  though  India's 
production  was  down  because  of  the  failure  of  the  monsoon  for  2 
years,  it  nevertheless  ranked  second  in  sugar  production,  accounting 
for  more  than  5  percent  of  world  production.  Despite  its  rank  as  a 
producer,  however,  India  ranks  only  tenth  in  the  1974  U.S.  quota. 

AS.  Sugar  Reserves 
The  committee's  notice  to  prospective  witnesses  suggests,  and  we 
strongly  agree,  that  maintenance  of  reserve  stock  over  a  reasonable 
period  of  time  is  a  sound  method  of  ascertaining  a  quota  country's 

'A  HlPtory  of  Sugar  Marketing,  USDA,  Agricultural  Economic  Report  No.  197,  Feb. 
1971,  p.  2. 
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ability  to  supply  sugar.  In  this  period  of  worldwide  shortage,  the 
establishment  of  quotas  reflecting  substantially  the  ability  of  indi- 
vidual countries  to  supply  sugar,  as  measured  by  reserves  over  a 
reasonable  period  of  time,  certainly  would  appear  to  be  in  the  inter- 
ests of  the  United  States.  Moreover,  we  believe  that  allocation  on 
such  a  basis  would  tend  strongly  toward  doing  equity  among  the 
individual  countries.  It  would  approximate  as  closely  as  possible  the 
shares  which  the  various  supplying  countries  might  be  expected  to 
obtain  in  the  absence  of  quotas — ^the  basic  goal  of  quota  allocation 
systems  as  set  out  in  article  XIII.2.  of  the  General  Agreement  on 
Tariffs  and  Trade. 

Table  6  ranks  those  countries  entitled  to  supply  sugar  under  the 
present  act  according  to  their  average  annual  reserves  from  1962 
through  1972.  It  also  sets  forth  the  rank  of  these  countries  according 
to  their  1974  quotas,  and  shows  1974  quotas  as  a  percent  of  1962-72 
reserves,  and  average  tons  in  reserve  for  each  ton  of  1974  quota. 

Table  7  shows  that  Brazil,  India,  Australia,  and  Argentina,  in 
that  order,  maintained  the  largest  average  reserves  during  the  1962- 
72  period.  While  India's  reserves  were  52  percent  of  those  of  Brazil, 
its  1974  quota  is  13  percent  of  Brazil's.  Australia's  reserves  were  89 
percent  of  India's,  while  its  1974  quota  is  251  percent  of  India's. 
The  largest  foreign  supplier,  the  Philippines,  maintained  average 
reserves  equal  to  20  percent  of  its  1974  quota,  contrasted  with  India's 
1,461  percent.  Stated  another  way,  for  each  ton  of  1974  quota,  the 
Philippines  maintained  0.2  tons  in  reserve,  whereas  India  main- 
tained 14.6  tons. 

India's  reserves  for  each  ton  of  U.S.  quota  is  greater  than  that  of 
any  other  supplying  country.  India's  ability  to  maintain  this  sig- 
nificant reserve  is  all  the  more  remarkable  when  the  monsoon 
failure  of  1971  and  1972  is  considered.  Clearly,  we  believe,  this  ability 
to  maintain  reserves  over  an  extended  period  of  time,  through  good 
harvests  and  bad,  demonstrates  India's  ability  to  fulfill  a  quota 
commitment  far  greater  than  it  now  possesses. 

India's  export  capacity  can  be  seen  further  from  table  7  showing 
exports  for  the  period  1960-61  through  1972-73  as  a  percent  oi 
production,  carryover,  available  supply,  and  consumption.  For  the 
entire  period,  total  exports  equaled  only  8.2  percent  of  production, 
26.4  percent  of  carryover,  6.3  percent  of  available  supply,  and  9 
percent  of  consumption.  These  data  include,  it  should  be  noted,  the 
large  exports  of  the  early  1960's  and  the  drop  in  reserves  caused 
by  the  monsoon  failure  of  1971  and  1972. 

A,4-  SKipjnng  Capability 
Virtually  all  of  the  sugar  exported  from  India  to  the  United 
States  is  shipped  from  the  Port  of  Bombay.  Port  facilities  permit 
a  loading  rate  of  1.500  metric  tons  of  sugar  per  day  per  berth.  The 
number  of  available  berths  in  the  Port  of  Bombay  which  may  be 
loaded  at  this  rate  are  sufficient  to  load  India's  present  U.S.  sugar 
quota  within  a  matter  of  weeks.  Other  ports  such  as  Kandla,  Vishak- 
hapattam,  and  Madras  are  equally  modem  and  available.  Shipping 
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time  from  Bombay  to  east  coast  U.S.  ports  is,  as  has  been  said, 
approximately  6  weeks. 

A,S.  Future  Plans 

The  Sugar  industry  is  the  second  largest  industry  in  India,  after 
cotton  textiles.  Millions  of  cane  growers  and  factory  workers  through- 
out India  depend  upon  the  industry  for  their  Uveliiiood.  Accordingly, 
it  is  an  industry  that  receives  important  attention  from  the  &)v- 
emment  of  India. 

By  the  end  of  the  Fifth  Plan,  in  1978-79,  India  expects  to  pro- 
duce some  6  million  metric  tons  of  sugar  in  order  to  satisfy  growinjg 
domestic  demand,  export  markets,  and  needed  reserves.  Durmg  this 
period,  India  expects  to  have  a  minimum  of  500,000  metric  tons 
available  for  export  and  reserves. 

In  order  to  reach  these  goals,  both  the  Government  of  India  and 
the  various  state  governments  are  engaged  in  many  projects,  such 
as  road  building  in  the  cane  growing  areas,  research  and  develop- 
ment in  cane  varieties,  and  methods  of  production  designed  to  in- 
crease yield  of  cane  per  acre  and  sugar  per  ton  of  cane.  Increased 
yields  are  considered  particularly  important  because  of  the  already 
large  acreage  devoted  to  sugar  cane.  Other  crops — particularly  food 
crops — are  needed  in  India,  so  that  to  a  great  extent  efforts  will  be 
devoted  to  improved  productivity. 

Table  2  shows  average  yields  of  cane  per  acre,  atid  pjercent  of  sugar 
recovery  from  cane  in  terms  of  national  average.  While  the  national 
average  yield  of  cane  per  acre  in  1973  was  19.3  metric  tons,  na- 
tionally it  varied  from  a  low  of  11  tons  per  acre  in  the  state  of 
Madhya  Pradesh  to  a  high  of  47  tons  in  the  state  of  Pondicherry. 
Similarly,  during  the  same  period,  percentage  recovery  ranged  from 
a  low  of  8.08  in  Pondicherry  and  Punjab  to  a  high  of  10.7  in  Ma- 
harastra. 

While  average  yields  are,  of  course,  dependent  in  great  degree  on 
such  factors  as  climatic  and  soil  conditions,  it  is  believed  that  these 
data  do  offer  reasonable  goals  for  the  added  use  of  irrigation,  new 
varieties,  fertilization,  and  new  procesisng  techniques.  Together  with 
the  planned  infrastructure  improvements,  particularly  in  roads  and 
electric  power,  India  believes  that  its  goal  of  6  million  tons  of  sugar 
by  1979  is  quite  reasonable. 

').  A  DESCRIPTION  OF  OTHER  ACTUAL  OR  EXPECTED  SPECIAL  ARRANGEMENT 
COMMITMENTS  OF  THE  FOREIGN  SUPPI-JER  DURING  THE  NEXT  5-YEAR 
rp:RIOD  (WHETHER  OR  NOT  THEY  ARE  PREFERENTIAL  MARKETS,  BILAT- 
ERAL OR  MULTII^TERAL  COMMITMENTS,  INCLUDING  PLANS  FOR  PAR- 
TICn»ATION  IN  THE  WORLD  MARKET) 

India  in  the  past  participated  in  the  expiring  Commonwealth 
Sugar  Agreement  with  an  export  quota  to  the  United  Kingdom.  This 
quota  dropped  from  78,365  metric  tons  in  1967  to  approximately 
25,000  metric  tons  in  succeeding  year  (table  12).  Exports  to  the 
Xjnited  Kingdom  in  1973  were  at  approximately  1972  levels.  India 
liopes  to  obtain  a  quota  of  similar  quantity  with  the  European  Eco- 
nomic Community  in  1975,  but  this  has  not  yet  been  settled. 
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G.  A  BRIEF  EXPLANATION  OF  THE  NATURE  OF  THE  COU:?^TRY's  SUGAR  IN- 
DUSTRY AND  HOW  IT  FUNCTIONS  INCLUDING  THE  EXTENT  TO  WHICH 
BENEFITS  IN  THE  INDUSTRY  ARE  SHARED  BY  SUGAR  FARMERS  AND 
WORKERS 

To  a  great  extent,  India's  sugar  industry  has  been  described,  of 
necessity,  above:  it  has  more  acreage  under  cane  than  any  country 
in  the  world;  it  is  the  second  largest  sugar  prducer  among  U.S.  quota 
countries;  it  has  more  tons  of  sugar  in  reserve  j)er  ton  of  1974  quota 
than  any  U.S.-supplying  coimtry,  and  has  maintained  this  leader- 
ship despite  two  successive  monsoon  failures.  It  also  is  an  industry 
whose  yield  data  of  both  cane  per  acre,  and  sugar  produced  per  ton 
of  cane,  offer  realistic  hope  for  improvement. 

A.  History  and  location  of  the  industry 

The  processing  of  sugar  from  cane  is  an  ancient  art  in  India. 
India,  as  has  been  said,  was  the  first  country  in  which  sugar  manu- 
facturing from  cane  took  place,  at  least  2,500  years  ago,  and  pres- 
ently it  is  the  largest  sugar  cane  producer  in  the  world. 

The  modern  sugar  industry  in  India,  dating  from  the  1930's,  was 
centered  in  the  northern,  subtropical  states  of  Uttar  Pradesh  and 
Bihar.  For  the  most  part,  northern  factories  are  privately-owned, 
and  are  mostly  jont  stock  companies.  In  the  southern,  tropical, 
region  [Maharashtra,  Gujarat,  Mysore,  Andhra  Pradesh,  and  Tamil 
Nadu],  climatic  and  soil  conditions  are  favorable  to  sugar  cane 
growth.  The  factories  in  the  newer  sugar  regions  are  modem  and 
eflS^cient  installations.  Since  the  1950's,  irrigation  has  led  to  a  sub- 
stantial increase  and  reliability  of  sugar  production  in  the  southern 
tropical  area.  There  is  a  very  high  sugar  content  in  the  cane  in  this 
area.  Almost  all  of  India's  present  exports  of  sugar  derive  from  this 
area,  most  of  which  is  in  the  cooperative  sector. 

B,  Benefits  to  farmers  and  workers 

By  requiring  sugar  mills  to  pay  a  minimum  price  to  growers  for 
cane,  the  Government  of  India  has  insured  a  fair  return  to  the 
growers  and  provided  a  financial  incentive  for  them  to  improve  their 
crops.  Table  8  shows  the  minimum  price  per  220  pounds  which 
mills  are  required  to  pay  to  growers  for  cane  yielding  up  to  9.4 
percent  sugar.  This  amount  was  increased  from  76  cents  in  1966-67  to 
98  cents  in  1970-71,  to  $1,066  in  1973-74,  an  increase  of  40  percent. 
The  premium  per  0.1  percent  increase  in  recovery  of  sugar  above 
9.4  percent  was  raised  from  0.7  cents  per  220  pounds  to  0.88  cents 
in  1970-71  to  1.25  cents  in  1973-74.  Moreover,  in  recent  years,  most 
factories  paid  substantially  higher  prices  to  growers. 

Sugar  mill  workers  in  India  benefit  from  a  minimum  'virage  estab- 
lished by  the  Government.  This  minimum  wage  varies  slightly  from 
area  to  area,  and  has  increased  from  $19.30  to  $22.50  per  month 
in  1969  to  $28.2l7  to  $29.60  today.  This  is  more  than  double  the 
minimum  wage  rates  of  a  decade  ago.  The  average  work  week  is 
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45  hours  for  the  day  shift,  and  44  hours  for  the  night  shift.  The 
employment  season  is  approximately  150  days.  The  workers  also  re- 
ceive a  number  of  fringe  benefits  including  housing,  medical  care, 
education,  profit  sharing  bonus,  provident  fund  and  retirement  fund. 

C,  The  cooperative  sector  of  the  sugar  industry 

Perhaps  the  most  significant  development  in  the  sugar  industry 
in  India  during  the  past  decade  has  been  the  pronounced  develop- 
ment of  the  cooperative  sector  of  the  industry.  The  number  of  co- 
operative sugar  factories  has  grown  from  34  in  1961-^2  to  85  in 
1972-73  [table  9].  In  percentage  terms,  cooperative  accounted  for 
18.9  percent  of  total  sugar  factories  in  1961-62  and  37.4  percent 
in  1972-73.  Virtually  the  entire  growth  of  the  number  of  sugar  fac- 
tories since  1961-62  was  accoimted  f or  by  the  cooperative  sector.  The 
growing  importance  of  cooperatives  is  illustrated  by  table  10  which 
shows  that  their  share  of  total  cane  crushed  rose  from  15.5  percent 
in  1961-62  to  36.1  percent  in  1972-73.  In  terms  of  sugar  produced, 
the  cooperative  share  rose  from  17.4  percent  in  1961-62  to  37.9  per- 
cent in  1972-73. 

The  eflS^ciency  of  the  cooperatives  reflects  both  the  economies  of 
their  newer  plants  and  their  favorable  location.  It  also  reflects  the 
efficiency  of  the  farmers,  who  themselves  own  the  cooperatives,  and 
have  a  firm  commitment  to  the  success  of  the  cooperative  venture. 

d.  Domestic  consumption 

Exports  of  sugar  from  India  have  not  been  at  the  expense  of  the 
Indian  consumer.  First,  it  will  be  recalled,  that  more  than  two-thirds 
of  the  care  produced  in  India  is  used  for  the  traditional  sweeteners, 
IQiandsari  and  Gur  [table  3].  Despite  this,  most  of  the  sugar  pro- 
duced in  India  is  consumed  there,  and  per  capita  consumption  is 
rismg,  although  it  remains,  and  will  continue  to  remain,  below  levels 
of  developed  countries. 

Table  11  shows  United  States  and  India  per  capita  consumption 
in  pounds,  raw  value,  for  the  years  1965  to  1971.  From  12.6  pounds 
per  capita  in  1965,  consumption  in  India  rose  to  17.9  pounds  in  1971, 
an  increase  of  42  percent.  U.S.  consumption,  by  contrast,  remained 
relatively  steady  at  far  higher  levels,  increasing  from  104.6  pounds 
to  110.2  poimdsror  5  percent  during  the  same  period. 

India's  Fifth  Plan  anticipates  further  increases  in  domestic  con- 
sumption, in  both  absolute  and  per  capita  terms.  Nonetheless,  India 
will  maintain  suflS^cient  levels  of  reserves  to  provide  a  minimum 
500,000  metric  tons  for  export  and  reserves. 

7.  ATTITUDE  OF  FOREIGN  SUPPLIER  GOVERNMENT  TOWARD  THE  UNITED 
STATES  AND  RE(X)RD  OF  TREATMENT  OF  U.S.  CITIZEN's  INTERESTS  AND 
PROPERTY  WITHIN  THE  COUNTRY 

The  United  States  and  India  have  maintained  friendly  relations 
since  India's  independence  in  1947.  There  has  been  cooperation  over 
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a  broad  range  of  issuea  and  problems  of  mutual  concern.  Both  the 
United  States  and  India  have  a  common  commitment  to  the  mainte- 
nance and  strengthening  of  world  peace  and  democratic  institutions. 

In  the  past.  United  States- India  economic  relations  have  been 
characterized  primarily"  by  the  donation  of  economic  aid  to  India  bj 
the  United  States.  This  situation  is  changing  to  the  benefit  of  both 
countries.  As  the  President  informed  Congress,  "Both  the  United 
States  and  India  are  interested  in  defining  a  new  basis  for  a  matum 
economic  relationship  between  us  over  the  longer  term,"  * 

A  ^'mature  economic  relationship"  is  one  that  is  based  not  on  aid, 
but  on  trade.  The  achieving  of  this  type  of  relationship  has  been  the 
goal  of  the  U*S»  Government  under  administrations  of  both  parties, 
since  economic  aid  to  India  began*  It  is  the  interests  of  the  United 
States^  we  believe,  that  the  largest  democracy  in  the  world  have  the 
economic  strength  to  sustain  its  free  institutions.  A  significant  con* 
tribntion  to  the  growtli  of  this  needed  economic  strength  must  be 
made  by  the  agricultural  and  industrial  sections  of  the  Indian  econ* 
omy — ^inclnding  the  sugar  sector,  the  second  most  important  industry  ■ 
in  India.  ^ 

India  engages  in  no  discrimination  agaisnt  U.S.  citizens.  Both 
individual  and  corporate  entities  of  the  United  States  may  partici- 
pata  in  the  economy  of  India  to  the  same  extent  as  all  other  foreign 
persons.  India  welcomes  foreign  investment,  but  in  view  of  the 
necessity  to  set  priorities  to  meet  Indians  pressing  problems  of  de- 
velopment, the  introduction  of  foreign  direct  investment  is  regulated. 
As  in  all  countries,  the  employment  of  foreign  nationals  is  regulated. 
Foreign  investments  are  accorded  national  treatment j  and  repatria- 
tion of  capital  and  earnings  is  fully  permitted. 

Certain  sectors  of  the  economy  of  India  have  been  nationalized^  but 
this  has  been  done  in  a  nondiscruninatoiy  manner,  in  accordance  with 
international  law,  and  full  compensation  has  been  made. 


6.  WOBLD  MAKKET   SAX^S  TOR  THE   PAST  THREE   TEAHS 

The  Indian  Sugar  Industry  Export  Corp.^  as  has  been  said,  gives 
priority  to  its  export  commitnients  in  order  to  assure  fulfillment  of 
its  quotas.  Accordingly,  its  sales  on  the  world  market  vary  greatly. 
Table  12  sets  forth  India's  sugar  exports  to  the  United  States,  the 
United  Kingdom,  and  other  [the  world]  markets  for  the  years 
1967-72  in  metric  tons.  In  1970  and  1971j  world  market  exports 
exceded  245,000  metric  tons,  but  dropped  to  270  metric  tons  b 
1972*  The  level  of  exports  to  the  world  market  depends  upon  price 
and  available  supply;  India  meets  its  obligations  to  committed  es* 
port  {quotas  such  as  the  United  States,  and  its  home  market  con- 
sumption,  before  looking  to  the  world  marketp 
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STATUS  OF  FOREIGN   SUPPUEK'S   DOMESTIC   CONBUMFTION 

The  status  of  Indians  domestic  consumption  has  been  discussed 
above  [see  Topic  5. A.].  To  recapitulate  briefly,  more  than  two-thirds 
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of  the  cane  grown  in  India  is  used  for  the  traditional  sweeteners, 
Khandsari  and  Gur  [table  3];  total  sugar  consumption  reached  a 
peak  of  4  million  metric  tons  in  1970-71,  and  has  declined  to  3.5 
million  tons  in  1972-73;  exports  in  1972-73  were  3.2  percent  of 
consumption,  and  for  the  period  1960-61  to  1972-73  averaged  9 
percent  of  consumption  [table  6]  ;  per  capita  consumption  rose  from 
12.6  pounds,  raw  value,  in  1965  to  17.9  pounds  in  1971  [table  11] ; 
although  fibres  are  not  yet  available  lor  per  capita  consumption 
after  1971,  it  is  believed  that  the  rate  is  lower  because  of  the  lower 
overall  production  and  consumption  levels  caused  by  the  monsoom 
failure  in  the  subsequent  2  years. 

10.  A  BRIEF  SOCIAL  AND  ECONOMIC  PROFILE  OF  THE  FOREIGN  SUPPLIER 
COUNTRY,  INCLUDING  ITS  DEPENDENCE  ON  SUGAR  AS  A  SOURCE  OF 
FOREIGN  EXCHANGE,  ITS  NEED  FOR  ECONOMIC  DEVELOPMENT,  AND 
THE  IMPORTANCE  OF  A  PROGRAM  MARKET  IN  THE  UNITED  STATES 

India  is  a  nation  comprising  1,226,603  square  miles,  approximately 
one-third  the  area  of  the  United  States,  and  685  million  people, 
nearly  three  times  the  population  of  the  United  States.  Its  Gross 
National  Product  in  1971  was  about  $50  billion.  Per  capita  income 
in  1972  was  $91  as  compared  to  $4,400  in  the  United  States. 

Foreign  trade  is  vital  to  the  economy  of  India,  both  to  earn  needed 
foreign  exchange,  and  to  use  that  foreign  exchange  to  import  prod- 
ucts required  for  economic  growth. 

In  1973,  India's  trade  deficit  with  the  United  States  was  $72 
millicm,  based  on  figures  through  October  [table  13].  In  1972,  India 
had  a  balance  of  trade  surplus  with  the  United  States,  a  rare  event, 
as  trade  13  shows.  Sugar  is  a  major  export  earner,  the  U.S.  quota 
providing  some  $19  million  in  1972  [table  14].  Given  the  importance 
of  the  sugar  industry  to  India,  it  of  necessity  plays  an  extremely 
important  role  in  the  country's  plans  to  increase  production  and 
efficiency  at  home  and  to  earn  foreign  exchange  through  exports. 

11.  HISTORY  OP  India's  particifation  in  the  u.s.  sugar  program 

India  first  entered  the  U.S.  sugar  market  in  1961  when,  at  the 
request  of  the  United  States,  171,(X)0  short  tons  were  imported  from 
India  on  a  nonquota  basis  to  meet  emergency  needs.  In  1962,  imports 
from  India  were  136,000  short  tons;  in  1963,  119,000  diort  tons;  and 
in  1964,  111,000  short  tons.  Over  these  4  years,  imports  from  India 
averaged  136,000  short  tons  annually.  Beginning  with  1962,  and 
continuing  through  1964,  a  small  statutory  quota  was  allocated  to 
India,  but  the  bulk  of  its  shipments  were  on  a  nonquota  or  global 
basis.  In  1965,  India  was  allocated  104,000  short  tons  under  statu- 
tory quota. 

Based  upon  1963-64  performance,  when  India  shipped  all  of  the 
sugar  requested,  the  administration  in  1968  recommended  a  formula 
which  would  have  yielded  India  a  quota  of  97,000  tons.  Arbitrarily, 
this  was  cut  to  72,000  tons  for  1966,  more  than  a  25  percent  reduction. 
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The  Sugar  Act  Amendments  of  1971  set  India's  quota  at  2.01  per- 
cent of  the  foreign  share  allocated  to  foreign  countries  other  than 
the  Philippines  and  Ireland. 

12.    QUOTAS    AND    PRICES  . 

In  1971,  the  corporation  suggested  that  the  present  shortage  could 
occur,  and  that  a  quota  allocation  on  the  basis  of  ability  to  supply 
sugar  would  be  prudent.  This  would  have  permitted  India's  exporter 
to  plan  for,  and  supply,  additional  sugar  during  the  current  period 
of  uncertainty. 

Tlie  Indian  Sugar  Industry  Export  Corp.,  Ltd.  is  well  aware  of 
the  fact  that  in  most  years  past,  the  subsidy  effects  of  the  U.S.  sugar 
program  were  in  its  favor.  The  corporation  will  continue  to  meet  its 
export  commitment  to  the  United  States,  as  it  has  done  in  the  past, 
including  the  times  when  the  world  price  exceeded  the  U.S.  price. 

The  committee  is  well  aware,  however,  oi  the  fact  that  world 
sugar  prices  have  risen  above  the  U.S.  price  in  recent  months.  Pres- 
ently world  prices  are  about  5  cents  per  pound  above  the  U.S.  price, 
or  $100  per  ton.  At  this  rate,  the  cost  to  the  Indian  Sugar  Industry 
Export  Corp.,  Ltd.  of  supplying  its  85,134  ton  1974  quota  to  the 
United  States  would  be  more  than  $8.5  million.  This  is  an  enormous 
amount  of  foreign  exchange  to  forego  for  an  industry  in  a  developing 
country.  We  would  hope  that  this  situation  will  be  ameliorated  by 
a  narrowing  of  the  differential. 

The  burden  of  this  memorandum  is  that  the  criterion  of  ability  to 
supply  sugar  continues  to  have  merit  for  the  import  portion  of  the 
U.S.  sugar  program.  India  is  able  to  supply  more  sugar  than;  its 
present  quota  permits.  Accordingly,  the  Indian  Sugar  Industry  Ex- 
port Corp.,  Ltd.  stands  ready  to  accept  an  increased  percentage 
that  would  provide  it  with  a  quota  of  approximately  200,000  short 
tons  raw  value. 

[Tables  referred  to  by  Mr.  Palmeter  follow:] 

TABLE  l.—TOTAL  QUOTAS  AND  PRORATIONS,  INDIA'S  QUOTA  AND  PRORATIONS,  CHARGES  TO  INDIA'S  QUOTA. 

AND  BAUNCE  MONTHLY 

[Short  tons— raw  value] 

Total  quotas    India's  quota        Charges  to 
and  and   •  India's 

prorations        prorations  quota  ^  Balance 

As  of: 

Jan. 31, 1973 11.7  85,133 

Feb.  28, 1973..... 11.5  82,165 1 

Mar.  31, 1973 11.5  82,165 ^. 

Apr.30,1973.. 11.5  82,165 -  t 

May  31, 1973 11.5  2  81,688  14,171              67,517        i. 

June  30, 1973 11.5  81,688  50,117              31,571       "^ 

July  31, 1973 11.5  81,688  68,437              13,»! 

Aug.  31, 1973 11.5  81,688  68,203              13,J« 

Oct.  2, 1973 U.6  81,688  67,918              13,770       . 

Oct.  31,1973 11.6  81,688  81.688                    5        | 

Nov.  30, 1973 11.8  81,880  81,880                    }        S 

Jan.  16, 1974 11.8  81,688  81,441                  247       * 

1  Amount  officially  entered  or  authorized  for  entry  by  the  U.S.  Government. 

3  Revised  due  to  a  revision  in  the  proration  of  the  Cuban  quota  to  reflect  the  75,900  ton  increase  in  the  Hawaiian  quota. 

Source:  U.S.  Department  of  Agriculture,  Sugar  Reports. 


*■" 


Digitized  by  VjOOQIC 


281 

"IDIA:  AREA  UNDER  SUGAR  CANE,  CANE  PRODUCTION,  CANE  YIELD  PER  ACRE,  PERCENTAGE  SUGAR 
RECOVERY  FROM  CANE 

[1960-61  to  1972-73] 


Area  under 

Percentage 

sugarcane 

Cane  produc- 

Cane yield 

sugar 

tion  (thousand 

per  acre 

recovery 

acres) 

metric  tons) 

(metric  tons) 

from  cane 

5,963 

110,544 

18.5 

9.74 

6,069 

107,226 

17.1 

9.77 

5.540 

91,913 

16.6 

10.24 

5,558 

104.225 

18.8 

9.69 

6,432 

122,077 

18.9 

9.64 

7,008 

123,990 

17.7 

9.68 

5.686 

92.827 

16.3 

9.91 

5,058 

95.500 

18.9 

9.94 

6.084 

117.  591 

19.3 

9.46 

6,791 

135.024 

19.9 

9.33 

6,462 

126,368 

19.5 

9.78 

5,975 

115,378 

19.3 

10.03 

5.997  . 

NA 

9.60 

ry. 

vernment  of  India,  Ministry  of  Food  and  Agriculture. 

NDIA:  SUGAR  CANE  PRODUCTION,  CANE  CRUSHED  FOR  SUGAR.  AND  CANE  USED  FOR  KHANDSARI 
AND  GUR;  1960-61  TO  1972-73 

[Thousand  metric  tons] 


Cane  used  for  Khandsari 

Sugarcane    - 
production 

Cane  crushed  for  sugar 

and  Gur 

Amount 

Percent 

Amount 

Percent 

110, 544 

31, 109 

28.1 

79.435 

71.9 

107, 226 

27,937 

26.1 

79,289 

73.9 

91,913 

20,765 

22.6 

71,148 

77.4 

104.225 

25.632 

24.6 

78,593 

75.4 

122,077 

33.459 

27.4 

88,618 

72.6 

123',990 

36.404 

29.4 

87,586 

70.6 

92.827 

21.659 

23.3 

71.168 

76.7 

95,500 

22.599 

23.7 

72,901 

76.3 

117,591 

37,455 

31.9 

80.136 

68.1 

135,024 

45,672 

33.8 

89,352 

66.2 

126,368 

38.204 

30.2 

88,164 

69.8 

115, 378 

30.973 

26.8 

84,405 

73.2 

NA 

40,140  — 

iry. 

ivernment  of  India,  Ministry  of  Food  and  Agriculture. 

INDIA:  NUMBER  OF  SUGAR  FACTORIES,  PRODUCTION,  CARRYOVER,  AVAILABLE  SUPPLY,  CONSUMP- 
TION, AND  EXPORTS;  1960-61  TO  1972-73 
[Thousand  metric  tons] 


Number  of  Sugar      Beginning       Available      Consump- 

factories     production       of  season  supply  tion 


Exports 


174  3,021  742  3,763  2.087  194 

180  2,729  1.482  4.211  2.601  354 

186  2.139  1.256  3.395  2.502  566 

194  2,573  327  2,900  2,326  243 

198  3,232  331  3,563  2,446  267 

200  3,541  850  4,391  2,774  430 

200  2.154  1,187  3,341  2,617  200 

200  2,249  524  2,773  2,210  129 

205  3,558  434  3,992  2,609  79 

215  4,262  1,304  5,566  3,270  212 

216  3,737  2,084  5,821  4,024  390 
221  3,108  1,407  4,515  3.790  133 
227  3,873  592  4,465  3,510  112 

40.176  12,520  52,696  36,766  3,300 


iry. 

)vemment  of  India.  Ministry  of  Food  and  Agriculture. 
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-SUGAR  QUOTA  COUNTRIES  RANKED  BY  SIZE  OF  AVERAGE  1962-72  RESERVES  AND  1974  QUOTAS;  1974 
>  AS  A  PERCENT  OF  AVERAGE  RESERVES,  AND  AVERAGE  TONS  IN  RESERVE  PER  TON  OF  1974  QUOTAS 


Average  Rank       1974  quota    1974  quota  as  Average  tons 

reserves  according  to        (thousand    percentage  of  In  reserve  for 

1962-72  1974  quotas        short  tons           1962-72  each  ton  of 

(thousand  average  1974  quota 

short  tons)  reserve 


intry 


2,410 

1,242 

1,100 

- 627 

ca 411 

351 

s... 318 

175 

wan) 138 

125 

110 

Republic 109 

85 

69 

St  Indies 54 

54 

s 44 

42 

32 

32 

ra 32 

18 

17 

> 14 

itish  Honduras) 5 

ale  for: 

na. 

W --- 

asy  Republic 

d _ 

jras 


4  679  28.2         3.5 

10  85  6.8        14.6 

6  213  19.4         5.2 

8  94  15.0         6.7 

18  60  14.6        6.9 
3  696       198.3         .5 

1  1,555  489.0         .2 

7  100  57.1         1.8 

9  89  64.5         1.6 

23  31  24.8         4.0 

5  449  408.2         .2 

2  787  722.0         .1 

16  64  75.3         1.3 

25  19  27.5         3.6 

17  62  114.8         .9 

12  84  155.6         .6 

20  47  106.8          9 

29  8  19.0         5.3 

30  8  25.0         4.0 

11  85  265.6         .4 

19  53  165.6  .6 
15  73  405.6  .2 
14  79       464.7         .2 

24  31  221.4         .5 

21  42  840.0         .1 

22  38  950.0         .1 

13  79 

26  16 

28         13 

31  5 

27 


;e  for  years  1965-72. 
:e  for  years  1966-72. 

U.S.  Department  of  Agriculture;  International  Sugar  Organization. 


-INDIA  SUGAR  EXPORTS  AS  A  PERCENT  OF  PRODUCTION,  CARRY  OVER.  AVAIUBLE  SUPPLY.  AND 
CONSUMPTION;  1960-61  TO  1972-73 


Exports    — i 

(thousand 
metric  tons)        Production 


Exports  as  a  percent  of— 


Carryover 


Available 
supply      Consumptioo 


194 
345 
566 
243 
267 
430 
200 
129 
79 
212 
390 
133 
112 


6.4 

13.0 

26.5 

9.4 

8.3 

12.1 

9.9 

5.7 

2.2 

5.0 

10.4 

4.3 

2.9 


26.1 
23.9 
45.1 
74.3 
80.7 
50.6 
16.8 
24.6 
18.2 
16.3 
18.7 
9.5 
18.9 


5.2 
8.4 
16.7 
8.4 
7.5 
9.8 
6.0 
4.7 
2.0 
3.8 
6.7 
2.9 
2.5 


9.3 

13.6 

22.6 

10.4 

10.9 

15.5 

7.6 

5.8 

3.0 

6.5 

9.7 

3.5 

3.2 


3,300 


8.2 


26.4 


6.3 


9.0 


unary. 

;  Government  of  India,  Ministry  of  Food  and  Agriculture. 
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TABLE  S.-MINIMUM  PRICE  PAYABLE  BY  MILLS  TO  SUGAR  CANE  GROWEl^S  IN  INDIA.  1966-67  TO  1973-74 


Per  220 

pounds  of 

recovery 

up  to  9.4 

percent 


Premium  per 

220  pounds 

for  each 

0.1  percent 

increase  in 

recovery 


1966-67 10.76  $0,007 

}970-71 .98  .0088 

1973-74 1.066  .0125 

Source:  Indian  Sugar  Industry  Export  Corporation,  Ltd. 

TABLE  9.— TOTAL  NUMBER  OF  SUGAR  FACTORIES,  NUMBER  OF  NONCOOPERATIVE  AND  COOPERATIVE  SUGAR 
FACTORIES,  AND  COOPERATIVES  AS  A  PERCENTAGE  OF  TOTAL  SUGAR  FACTORIES  IN  INDIA;  1961-62  TO  1972-73 


Season 


Total 

sugar 

factories 


Non-     Cooperative       Cooperatives 

cooperative  sugar       as  a  perc  ent 

factories  factories  of  total 


1961-62. 
1962-63.. 
1963-64. 
1964-65. 
1965-66.. 
1966-67.. 
1967-68.. 
1968-69.. 
1969-70.. 
1970-71.. 
1971-72.. 
1972-73.. 


180 

146 

34 

18.9 

186 

145 

41 

22.0 

194 

146 

48 

24.7 

198 

148 

50 

25.3 

200 

147 

53 

26.5 

200 

145 

55 

27.5 

200 

143 

57 

28.5 

205 

142 

63 

30.7 

215 

145 

70 

32.6 

215 

142 

73 

34.0 

220 

141 

79 

36.0 

227 

142 

85 

37.4 

Source:  Government  of  India,  Ministry  of  Food  and  Agriculture. 

TABLE  10.— CANE  CRUSHED  AND  SUGAR  PRODUCED  BY  ALL  SUGAR  FACTORIES  IN  INDIA,  AND  BY  COOPERATIVES ; 

1961-62  TO  1972-73 


[Thousand  metric  tons] 


Cane  crushed 

Sugar  produced 

Co-op  share 

Co-op  share 

^        Season 

Total 

Co-op 

(percent) 

Total 

Co-op 

(4)ercent) 

1961-62 

27,946 

4,334 

15.5 

2,729 

475 

17.4 

1962-63 

20,797 

4. 167 

20.0 

2,139 

473 

22.1 

1963-64 -. 

25,716 

5,499 

21.4 

2,573 

601 

23.4 

1964-65 

33,454 

7,570 

22.6 

3,232 

795 

24.6 

1965-66 - 

36,512 

9,098 

24.9 

3,541 

941 

26.6 

1866^7 

21,637 

6,139 

28.4 

2,151 

662 

30.8 

1967-68 

...  -   22,638 

6,363 

28.1 

2,248 

689 

30.6 

1968-69 

37,699 

12,037 

31.9 

3,559 

1,207 

33.9 

1969-70 

45,736 

13,863 

30.3 

4,260 

1,382 

32.4 

1970-71 

38,204 

11,860 

31.5 

3,740 

1,260 

33.8 

1971-72 

30,973 

12,060 

38.9 

3,110 

1.290 

41.3 

1972-73 

40, 140 

14,600 

36.1 

3,870 

1,470 

37.9 

Source:  Government  of  India,  Ministry  of  Food  and  Agriculture. 

TABLE  11.— UNITED  STATES  AND  INDIAN  PER  CAPITA  SUGAR  CONSUMPTION  1965-71 
IPounds— raw  value] 


United 
States 


.    India 


1965.. 
1966.. 
1967.. 
1968.. 
1969.. 
1970.. 
1971.. 


104.5. 

12.6 

106.3 

a9 

105.8 

11.0 

110.5 

10.1 

106.5 

12.8 

111.6 

15.2 

110.2 

17.9 

Source:  International  Sugar  Organization. 
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TABLE  12.— INDIA:  SUGAR  EXPORTS  TO  THE  UNITED  STATES,  UNITED  KINGDOM,  AND  OTHER  MARKETS,  AND 

TOTAL  EXPORTS;  1967-72  f 

[Metric  tons  raw  value] 

United  United 

Year  States  Kingdom  Other  Total 

1967 

1968 

1969 1 

1970 

1971 

1972 

1  Donation  to  Sri  Lanka  (Ceylon). 
Source:  International  Sugar  Organization. 

TABLE  13.— U.S.  BALANCE  OF  TRADE  WITH  INDIA  1964-731 
(Millions  of  dollars] 


66,273 

78,365 

84,406 

229,044 

73,328 

25,400 

5,935 

1H663 

72,459 

26,832 

>6 

99,297 

72,887 

20.818 

245,299 

339,004 

75.  501 

32,987 

245. 176 

353,664 

77,667 

26,581 

270 

104,518 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

U973 

Exports  to  India 

.      .      955 

928 
348 

929 
327 

955 
294 

718 
312 

517 
344 

573 
298 

648 
329 

350 
427 

510 

Imports  from  India 

304 

438 

Balance 

651 

580 

602 

661 

406 

173 

275 

319 

(77) 

72 

1  Based  on  1st  10  months. 

Source:  U.S.  Department  of  Commerce,  Survey  of  Current  Business. 

TABLE  14.— VALUE  OF  U.S.  TOTAL  AND  AGRICULTURAL  EXPORTS  BY  TYPE  OF  SALE,  AND  VALUE  OF  SUGAR  EXPORTS 
TO  THE  UNITED  STATES  FROM  INDIA;  1963-72 

(Millions  of  dollars] 
1963      1964      1965      1966      1967      1968      1969      1970      1971        197Z 


Total  U.S.  exports  to  I  ndia 802 

Agricultural  exports  under  Government- 
financed  programs.. 338 

Commercial  agricultural  exports 22 

U.S.  imports  of  sugar  from  India 14 


948 

926 

923 

950 

715 

514 

571 

647 

349 

484 
-3 
15 

468 
14 
16 

546 

-8 

9 

501 
29 
9 

344 
19 
11 

247 
15 
8 

210 

46 

6 

212 
60 
14 

86 
0.5 
19 

Source:  Economic  Research  Service.  U.S.  Department  of  Agriculture. 

Mr.  Stxibblefield.  Thank  you,  Mr.  Palmeter.  I  believe  the  next 
witness  would  like  to  be  heard,  Hon.  Jaime  Benitez,  the  Resident 
Commissioner  of  Puerto  Eico. 

Mr.  Benitez,  you  are  welcome  here  this  morning.  We  are  happy 
to  have  you  with  us. 

STATEMENT  OF  HON.  JAIME  BENITEZ,  RESIDENT  COMMISSIONER 

FROM  PUERTO  RICO 

Mr.  Benitez.  Thank  you,  sir. 

Mr.  Chairman  and  members  of  the  committee,  contrary  to  the 
previous  witnesses,  my  position  today  before  this  committee  is  not 
to  ask  for  an  additional  quota  or  even  the  same  quota.  I  am  here  to 
present  the  position  of  the  Govermnent  of  Puerto  Eico,  which  in- 
volves a  recognition  of  the  fact  that  a  reduction  in  the  quota  as- 
signed to  Puerto  Rico  is  legislated  at  this  time  and  we  want  to  be 
the  first  to  recognize  that  basic  fact  and  indicate  the  reasons  there- 
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■fore  and  at  the  same  time,  make  recommendations  concerning  the 
matter  of  the  reduction  which  we  believe  can  legislatively  be  made 
-and  also  the  limits  of  the  feasibility  of  such  a  reduction. 

In  his  now  classic  book  on  Puerto  Rico's  economic  future,  Prof. 
Harvey  S.  Perloff  writing  in  1950  devoted  his  fifth  chapter  to  dis- 
cuss what  he  called  the  dominant  role  of  sugar.  I  shall  quote  briefly 
from  his  first  paragraph: 

Puerto  Rico  is  often  referred  to  as  a  "sugar  island,"  and  its  appellation  is 
not  unjustified.  In  large  measure,  sugar  production  is  the  foundation  on  which 
the  economic  structure  of  the  island  is  based. 

The  paragraph  continues  explaining  the  reasons  for  this  and  the 
anticipation  that  it  will  continue  to  be  significant,  decisively  sig- 
nificant in  the  future  of  Puerto  Rico.  As  a  matter  of  fact,  in  his 
book.  Professor  Perloff  suggested  that  the  quota  for  Puerto  Rico, 
which  at  that  time  was  a  million  tons,  should  be  increased. 

Professor  Perloff  was  an  excellent  prophet  of  things  to  come  in 
Puerto  Rico  in  almost  all  things  except  on  sugar.  The  basic  fact  is 
that  whereas  Puerto  Rico  has  experienced  a  dramatic  economic  ex- 
jjansion  upward,  and  while  all  vital  indexes  in  health,  education, 
life  expectancy  and  industry  reflect  a  remarkable  spiral  upward, 
sugarcane  and  the  sugar  industry  on  the  contrary,  has  been  steadily 
going  downward  in  a  number  of  farms,  in  acres  planted,  in  yield 
and  in  returns. 

In  1964,  the  sugar  production  in  Puerto  Rico  was  989,365  tons. 
Last  year,  in  1973,  that  production  was  down  to  252,300  tons.  The 
quota  of  1,140,000  assigned  in  1948  has  not  been  reached  in  the  last 
15  years  and  was  reduced  to  850,000  in  1971  and  we  must  face  the 
likelihood  of  a  larger  reduction  this  year. 

The  basic  question  is  how  much  shall  that  reduction  be  and  what 
are  the  reasonable  anticipations  concerning  the  future  of  sugar  in 
Puerto  Rico?  The  significant  debate  occasioned  in  Puerto  Rico,  and 
I  would  think  that  by  and  large,  its  effects  have  been  satisfactory 
or  were  satisfactory  in  Puerto  Rico.  For  the  last  10  years,  there 
have  been  efforts  to  counteract  this  downward  trend.  The  lastest 
dramatic  plunge  was  made  by  the  previous  government  which 
shortly  after  taking  office  in  1969  committed  $100  million  over  a 
5-year  period  to  the  rehabilitation  of  the  sugar  industry.  That  com- 
mitment is  finalizing  now  and  along  different  lines  will  be  con- 
tinued by  the  present  government. 

Why  ?  Because  the  sugar  industry  continues  to  be  significant  for 
the  Puerto  Rican  economy.  Why?  Because  today  it  is  the  largest 
source  of  agricultural  employment  in  Puerto  Rico  and  it  is  a  source 
of  significant  nonagricultural  employment.  It  is  estimated  that  all 
in  all  over  30,000  pei-sons  are  gainfully  occupied  in  connection  with 
a  sugar — in  the  fields,  in  the  industry,  and  in  business.  In  a  society 
with  a  12.5  percent  of  official  unemployment  and  with  a  much  higher 
percentage  of  real  unemployment  the  overall  social  responsibilities 
of  the  community  requires  utmost  attention  to  and  cooperation  with 
an  activity  so  significant  in  the  employment  picture  to  Puerto  Rico. 

Furthermore,  there  are  a  number  of  other  valid  considerations 
why  we  should  be  concerned  and  interested  in  the  sugar  industry  and 
distressed  by  its  present  situation. 
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The  Secretary  of  Agriculture  of  Puerto  Rico  as  well  as  the  ad- 
ministrator of  the  new  g:ovemment  corporation  which  has  under- 
taken the  main  responsibilty  for  the  sugar  industry,  advise  me  that 
due  to  a  number  of  basic  changes  and  policies  developed  during  the 
current  year  the  yield  for  the  year  1974  will  initiate  and  has  already 
initiated  an  upward  trend  in  sugar  production  and  sugar  jdelds. 
Present  projections  on  the  basis  of  present  achievements  already  at- 
tained indicate  a  yield  of  400,000  to  425.000  tons  of  sugar  by  1977. 
Should  there  be  a  basic  stabilization  in  the  current  sugar  prices  that 
yield  may  be  reasonably  expected  to  continue  to  increase.  It  is 
quite  clear,  however,  that  under  the  best  of  circumstances  we  will 
not  be  able  to  fulfill  the  present  quota  of  850,000  tons  of  sugar  within 
the  life  of  the  proposed  bill.  W  ewaiit  to  deal  with  utmost  fairness 
and  integrity  with  this  committee  and  with  everybody  else,  we  are 
accepting  that  fact,  facing  it,  and  addressing  ourselves  to  what  we 
think  would  be  a  reasonable  and  legislative  expectation  of  potential 
achievements. 

It  is  therefore  recommended  that  as  long  as  the  exportation  quota 
of  sugar  from  Puerto  Rico  to  the  United  States  is  maintained  sep- 
arate from  the  local  consumption  quota,  as  they  are  maintained  tuider 
present  arrangements,  the  Puerto  Rican  quota  can  be  reasonably 
reduced  substantially  down  to  one-half  of  the  present  quota.  This 
would  mean  425,000  tons  for  the  life  of  this  bill,  exclusive  of  the 
estimated  local  consumption.  We  believe  that  a  reduction  of  this 
magnitude  would  be  fair  to  all  parties  concerned  and  will  maintain 
for  Pueito  Rico  a  reasonable  and,  at  the  same  time,  achieveable  goal 
in  sugar  production  over  the  next  5  years. 

As  you  probably  know,  Mr.  Chairman,  Puerto  Rico  has  been 
able  and  had  to,  during  the  previous  government,  either  purchase  or 
rent  all  the  sugar  factories  in  Puerto  Rico  to  prevent  their  going 
out  of  business  and  this  responsibility,  which  we  are  assuming  and 
will  continue  to  assume  for  the  sake  of  a  basic  human  investment 
and  financial  investment  in  the  government  of  this  industry,  repre- 
sents at  least  $20  million  to  $30  million  a  year  of  investment  for  the 
government  of  Puerto  Rico.  That  investment  we  will  rechannel,  and 
we  hopefully  anticipate  that  under  a  coherent  and  direct  administra- 
tion and  management  and  awareness  of  the  possibilities  for  the 
funiT'e,  we  will  be  able  to  rehabilitate  the  industry  and  continue  to 
count  upon  it  as  one  of  the  forces  in  the  life  of  Puerto  Rico. 

We  hope  also,  eventually,  the  restrictions  that  still  prevail  in  the 
refinement  of  sugar  will  be  eliminated.  At  present,  they  do  not 
civate  iiny  factual  disability,  but  we  would  like  on  principle  to  have 
that  eliminated. 

I  say  ajrain,  imder  the  principle  of  realism  and  hopeful  optimism, 
that  we  want  to  maintain,  we  are  recommending  that  the  present 
quota  be  cut  in  half. 

Mr.  SiTniBLEFiELi).  Thank  you,  Mr.  Commissioner.  We  appreciate 
yonr  frank  and  candid  statement. 

Xow,  if  the  witnesses  who  have  testified  will  come  up  to  the  table, 
we  will  have  questioning  by  the  Committee. 

Commissioner,  do  you  have  time  to  remain  for  questions,  please? 

Mr.  Benitez.  Surely. 
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Mr.  Stubblefield.  The  Chair  recognizes  the  distinguished  Chair- 
man of  the  Committee,  Mr.  Poage, 

The  CiiAiRMAx.  I  do  not  have  any  special  direct  questions,  except 
to  get  a  better  understanding  of  this  Indian  situation,  if  I  may. 

The  Indian  domestic  demand,  I  understand,  is  quite  high  and 
assumes  a  very  substantial  portion  of  your  production.  Is  that 
right? 

Mr.  Palmeter.  That  is  right,  sir. 

The  Chairman.  To  whom  do  you  export  sugar  other  than  the 
United  States? 

Mr.  Palmeter.  India  has,  under  the  Commonwealth  Sugar  Agree- 
ment, which  will  be  expiring,  I  understand,  at  the  end  of  the  year, 
in  the  vicinity  of  25  metric  tons  to  the  United  Kingdom.  My  state- 
ment gives  the  exports  to  the  world  market  through  1972.  I  have 
also,  however,  just  received  from  India  statistics  on  1973  sales  other 
than  the  United  States  and  the  United  Kingdom.  They  consisted  of 
147,000  tons  of  white  sugar,  which  India  is  not  eligible  to  sell  to  the 
United  States,  to  a  number  of  countries — Indonesia,  Iran,  Bangla- 
desh, in  addition,  in  terms  of  raw  sugar,  in  late  October  or  in  iS'o- 
yember,  India  exported  3,750  tons  to  Malaysia  of  raw  sugar,  which 
is  eligible  for  supply  into  the  United  States,  in  accordance  with  the 
Department  and  under  the  International  Sugar  Agreement.  That 
sugar  was  at  approximately  at  7i/4  cents  a  pound.  That  was  the  extent 
of  the  activity  in  1973,  sir. 

The  Chairman.  Does  India  import  any  sugar? 

Mr.  Palmetfer.  No,  they  do  not. 

The  Chairman.  The  thing  that  troubles  me  and  always  has 
troubled  me  about  India,  and  I  know  its  one  of  those  things  that 
you  can  go  round  and  round  on,  the  Indian  people  clearly  need  more 
nutrition.  I  think  it  is  generally  accepted  that  India  as  a  whole 
needs  additional  nutrition. 

Mr.  Palmeter.  I  think  that  is  true,  Mr.  Poage. 

The  Chairman.  For  India  to  ship  out  as  highly  nutritious  a 
product  as  sugar,  it  seems  to  me  that  that  would  be  somewhat  of  a 
paradox  if  they  cannot  adequately  feed  their  own  people.  Now,  do 
you  sell  that  sugar  for  a  higher  price  and  then  import  again,  is  that 
the  idea? 

Mr.  Palmeter.  I  think  the  explanation,  Mr.  Poage,  is  that  first, 
India's  total  exports  are  very  small  in  proportion  to  the  sugar  that 
was  grown.  In  my  statement,  you  might  note  that  I  said  that  one- 
third  of  the  sugarcane  industry  in  the  world  is  in  India  but  India 
ranks  only  second  in  production  of  sugar  among  U.S.  quota  coun- 
tries. The  reason  for  that  is  that  approximately  70  percent  of  the 
sugarcane  in  Indian  is  consumed  in  the  form  of  indigenous  sweet- 
eners called  khansari.  The  remaining  30  percent  of  the  cane  rouglily . 
is  processed  into  sugar,  but  even  at  that  level,  we  are  talking  about 
Indian  production  of  approximately  3.8  million  tons  of  sugar  in 
1960  to  1973,  and  eports  of  maybe  200  to  300,000  tons.  So  it  is  a  very 
minor  percentage. 

The  reason  India  exports  primarily  to  the  United  States  and  under 
the  Commonwealth  Sugar  Agreement  to  the  United  Kingdom  is  to 
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earn  foreign  exchange.  India  is  in  a  dilemma.  It  does  have  a  product 
in  the  form  of  sugar  which  it  has  a  natural  advantage  in.  The  con- 
sumption is  low  and  the  needs  to  buy  so  many  things  including 
petroleum,  fertilizier,  machinery.  The  committee  is  well  aware  of 
everything  India  needs  to  buy.  The  question  is  do  you  consume  it  at 
home  and  forego  earning  money  to  use  for  the  domestic  market  or 
something  you  can  competitively  export  or  do  you  take  advantage 
of  that  export  capability  as  much  as  possible?  In  India,  they  have 
decided  to  do  the  latter. 

The  Chairman.  I  take  it  you  have  answered  in  your  statement  the 
questions  that  the  committee  propound  or  suggested  for  all  of  the 
witnesses. 

Mr.  Palmeter.  Yes,  I  did,  Mr.  Chairman. 

The  Chairman.  And  that,  of  course,  would  give  us  a  statement  as 
to  the  amount  of  American  goods  that  your  country  buys. 

Mr.  Palmeter.  I  believe  it  is  table  14  and  table  13.  The  American 
exports  to  India  have,  of  course,  as  this  committee  is  well  aware,  in 
the  past  primarily  been  agricultural  exports  imported  by  India  on 
concessional  terms.  India's  imports  in  1972  were  very  low,  both  from 
the  United  States  and  abroad.  It  is  a  question  that  they  can  simply 
not  afford  to  buy  a  lot  of  the  things  they  would  like  to  buy. 

The  Chairman.  What  I  am  getting  at  is  how  much  does  India 
buy  from  the  United  States  and  pay  for,  and  how  much  are  we 
buying  from  India  and  paying  for? 

Mr.  Palmeter.  I  was  not  able  to  break  out  completely,  Mr.  Poage, 
the  item  of  concessional  imports  which  would  and  has  in  the  past 
particularly  thrown  the  balance  of  trade  considerably  to  the  U.S. 
favor.  But  that  is  not  a  totally  realistic  figure.  I  think  that  the  com- 
mittee would  have  to  look  at  -  straight  commercial.  That  varies 
enormously. 

Commercial  agricultural  exports  of  the  United  States  to  India, 
the  figure  in  1972,  which  is  the  last  year  that  I  had,  was  only 
$500,000.  It  was  $60  million  the  year  before. 

In  tei-ms  of  the  total  balance  of  trade,  preliminary  197o  figures  in- 
dicate U.S.  exports  to  India  of  $510  million  of  all  products  and  im- 
ports from  India  of  $438  million,  or  a  net  balance-of-payments  bene- 
fit to  the  United  States  of  $72  million. 

The  Chairman.  I  do  not  want  to  prolong  this,  but  I  am  deeply 
concerned  about  what  I  believe  is  the  terrible  imbalance  and  I  am 
concerned  as  to  why  India  is  not  buying  more  American  agricultural 
products.  I  find  that  we  supply  India  whenever  she  cannot  pay,  but 
whenever  she  can  pay,  somebody  else  does  the  supplying,  appar- 
ently. That  disturbs  me. 

'sir,  Palmeter.  Well,  Mr.  Poage,  I  think  there  are  two  points  in- 
volved in  that.  There  is  simply  no  question  that  the  U.S.  Grovem- 
ment,  Congress  through  the  AID  program,  and  particularly  this 
coiiunittoe,  has  been  extremely  generous  in  the  case  of  India.  No 
one  can  dispute  that.  $10  billion  is  a  lot  of  money  and  that  is  what 
Indian  received.  India  does  have  a  program  of  attempting  to 
achieve 

The  Chairman.  We  just  gave  India  half  of  that  today  and  this 
committee  approved. 
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Mr.  Palmeter.  The  rupee  loan  you  are  referring  to  ? 

The  Chairman.  We  just  gave  India  half  of  that. 

Mr.  Palmeter.  I  do  not  dispute  the  Chairman  at  all,  but  I  just  do 
not  understand  it.  India  is  trying  to  be  self-sufficient  in  agricultural 
products,  in  food. 

The  Chairman.  Every  country  in  the  world  is.  Every  country  is 
trying  to  be  self-sufficient.  Even  the  Japanese  are  trying.  Of  course, 
they  are  not  succeding,  but  they  are  trying. 

Mr.  Palmeter.  They  would  have  a  hard  time  with  soybeans.  I 
would  think,  Mr.  Chairman. 

The  Chairman.  They  would  indeed,  but  everybody  is  making  an 
effort  to  be  self-sufficient  as  far  as  they  can.  But  we  cannot  finance 
that  self-sufficiency  in  every  country. 

I  am  merely  suggesting  to  India  and  everybody  else — it  is  not 
simply  to  India,  but  to  everyone  of  these  countries  that  come  before 
us,  that  the  United  States,  I  think,  has  shown  its  desire  to  assist 
where  substance  was  needed  and  we  have  given  billions  of  dollars 
of  aid.  We  do  feel  that  we  should  expect  in  return,  that  the  bene- 
ficiaries of  our  systems  ought  to  feel  disposed  to  trade  with  us  when 
they  have  some  money  to  spend,  and  they  ought  to  spend  it  in  our 
store  and  not  somebody  elses.  Now,  we  have  never  laid  that  down 
as  a  law.  We  do  not  intend  to.  But  we  do  intend  to  react  like  in- 
dividuals would  react  to  those  countries  that  feel  that  the  United 
States  is  a  menace  to  the  world  and  they  have  announced  publically, 
when  we  try  to  protect  a  minority  in  Vietnam,  that  that  is  wicked, 
but  that  we  ought  to  protect  minorities  everywhere  else.  They  want 
to  control  our  moral  outlook  on  the  world  and  they  are  certainly 
going  to  have  to  do  it  at  their  own  expense  and  not  at  ours. 

I  have  not  observed  any  substance,  any  cooperation  that  we  have 
received  from  the  Indian  Government  for  the  last  10  years.  Can 
you  recall  one  place  in  which  they  have  cooperated  with  the  United 
States? 

Now,  they  have  a  perfect  right  to  see  things  differently  from  what 
we  do.  But  it  does  not  encourage  me  to  want  to  spend  American 
goods  to  try  to  strengthen  the  people  who  so  deeply  distrust  us  and 
feel  that  we  are  such  wicked  people. 

Now,  can  you  think  of  anything  in  the  last  10  years  that  India 
has  done  to  cooperate  with  the  United  States  on  any  substantial 
plane? 

Mr.  Palmeter.  I  would  imagine  that  there  would  have  been  a 
number  of  instances,  Mr.  Chairman. 

The  Chahiman.  But  you  do  not  recall  them  and  neither  do  I. 

Mr.  Palmeter.  In  response  to  that,  I  would  say  I  represent  a  pri- 
vate corporation  in  India,  not  the  Government  of  India.  I  have  no 
right  to  speak  for  the  Government  of  India.  The  corporation  is  made 
up  of  farmers  who  own  80  to  100  cooperative  factories  and  the  bal- 
ance privately  owned  corporate  factories,  who  own  the  stock  oi  the 
corporation.  I  would  imagine  within  that  group  of  people  there  are, 
just  as  you  would  find  in  the  United  States,  an  awful  lot  of  political 
opinions  and  views  on  Government  policy.  I  am  not  authorized  to 
speak  for  the  Indian  Government's  policy,  nor  do  I  believe  are 
my  clients.  I  do  not  know  how  they  voted. 
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The  Chairman.  Well,  I  have  taken  too  much  time  but  I  think 
that  this  thing  ought  to  be  brought  out  in  the  open,  that  we  ought 
to  be  dealing  with  our  friends.  I  would  say  those  who  feel  that  they 
would  like  to  deal  with  us. 

Mr.  Palmeter.  My  clients,  a  private  corporation,  definitely  would. 
They  have  a  certain  capability,  they  are  one  of  the  few  strong  ele- 
ments, you  might  say,  of  the  private  sector  in  India.  They  can  do 
business. 

Mr.  StubbI/Efield.  Mr.  Wajmpler. 

Mr.  Wampler.  Thank  you,  Mr.  Chairman.  I  wanted  to  propound 
basically  the  same  question  to  the  representatives  of  the  Govern- 
ments of  the  Dominican  Republic,  Mexico,  and  India.  I  think,  to 
recapitulate  for  a  moment,  the  testimony  of  the  representative  of  the 
Government  of  the  Dominican  Republic  has  already  answered  my 
question. 

The  question  is  this :  How  much  sugar  do  you  expect  to  ship  into 
the  United  States  during  1974?  How  much  have  you  shipped  al- 
ready? How  much  do  you  expect  to  ship  during  the  second  quarter 
of  1974?  I  think  the  statement  of  the  representatives  of  the  Domini- 
can Republic  very  clearly  spells  this  out  in  his  testimony. 

Mr.  Juliana.  I  believe  it  does,  Mr.  Congressman. 

Mr.  Wampler.  I  wonder  if  the  gentleman  representing  the  Gov- 
ernment of  India  could  supply  that  information? 

Mr.  Palmeter.  Mr.  Wampler,  first,  I  would  like  to  make  one  cor- 
rection. I  am  not  the  representative  of  the  Government  of  India. 

Mr.  Wampler.  I  stand  corrected. 

Mr.  Palmeter.  No  sugar,  to  my  knowledge,  has  yet  been  shipped* 
this  year  to  the  United  States.  India  normally  ships,  particularly  in 
the  third  quarter — 'the  bulk  of  India's  shipment^  in  the  past  year 
have  arrived.  There  will  be  some  shipment — I  do  not  know  how 
much — a  boatload  is  roughly  12,000  to*  14,0000  tons — ^in  the  second 
quarter.  I  understand  that  arrangements  are  being  made  commer- 
cially next  w'eek  on  that. 

In  the  absence  of  specific  requests,  India  has  stuck  to  the  schedule 
that  has  been  most  convenient  for  India.  That  normally  was  a  boat- 
load in  the  second  quarter  and  most  of  the  remainder  in  the  tliird. 
In  1972,  in  response  to  the  request  of  the  Department  of  Agriculture, 
the  third  quarter  shipment  were,  to  the  extent  possible,  expedited 
80  that  three  boatloads,  or  about  38,000  tons,  were  shipped  in  the 
second  quarter  and  probably  something  like  that  could  be  arranged 
if  shipping  could  be  arranged. 

This  is  the  difficulty.  They  make  their  schedules  based  upon  their 
own  stocks  and  availability  and  their  own  crop  season  and  make 
their  shipping  arrangements  ahead  of  time.  So  it's  a  question  of  re- 
aaranging  that.  That  was  done  in  the  last  instance  when  there  was  a 
request  and  they  intended  to  fill  their  quota. 

I  would  imagine  that,  given  the  proportion  of  it  now,  there  would 
be  a  desire  to  get  some  of  this  in  while  it  is  still  open  and  not  have 
a  charge  against  them. 

Mr.  Wampler.  Mr.  O'Rourke,  I  think  you  answered  this  in  your 
testimony  in  behalf  of  Mexico,  did  you  not? 
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Mr.  O'RouRKE.  Yes,  Mr.  Wampler.  I  should  say  that  so  far  this 
year,  even  though  ^ve  are  only  the  third  largest  supplier  to  the 
United  States  on  a  quantitative  basis,  we  have  shipped  150,000  tons 
of  sugar  to  the  United  States  already  this  year.  As  I  understand  it, 
another  100,000  tons  have  already  been  contracted  for  sale  but  not 
yet  delivered. 

I  would  say  without  having  before  me  the  exact  figures  for  last 
year,  we  are  fully  measuring  up  to  last  year's  rate  of  delivery. 

Mr.  Wakpler.  As  I  recall  your  testimony,  each  of  you  has  recom- 
mended a  5-year  extension  of  the  bill,  is  that  correct  ?  Those  of  you 
who  commented  on  it,  is  that  correct? 

Mr.  Palmeter.  We  made  no  recommendation. 

Mr.  Juliana.  That  is  correct  for  the  Dominican  Republic,  Mr. 
Wampler. 

May  I  add  something  else  to  your  question?  We  have  a  produc- 
tion figure  for  1974  of  1.4  million,  as  I  testified,  and  in  the  internal 
allocation  of  that,  821,741  tons  have  been  earmarked  for  the  U.S. 
market.  That  far  exceeds  our  current  quota  under  the  act  of  786,000 
tons. 

Xow,  we  also  will  have  a  reserve  of  155,000  tons,  so  we  do  have 
and  we  will,  if  called  upon,  meet  all  the  requirements  here  and  we 
have  plenty  of  sugar  to  do  so. 

Mr.  Wampler.  Mr.  Juliana,  would  you  care  to  comment  on  the 
status  of  the  Cuban  sugar  quota,  or  any  views  that  you  might  have 
about  it? 

Mr.  Juliana.  Mr.  Wampler,  as  you  know  and  as  I  have  already 
said,  the  Dominican  Eepublic  has  never  failed  to  meet  its  full  re- 
sponsibility under  the  act  to  the  U.S.  Government.  We  have  been 
for  the  past  13  years  carrying  quite  a  heavy  load  in  filling  the  Cuban 
reserve.  I  am  sure  that  we  would  be  very  happy  if  the  temporary 
quota  were  handed  over  as  a  permanent  part  of  our  U.S.  quota.  We 
would  encourage  that. 

Other  than  that,  I  do  not  want  to  comment  further  because  of 
some  possible  political  implications,  but  that  would  be  my  answer. 
We  are  prepared  to  supply  and  will  continue  to  supply  as  much  of 
the  sugar  reserve  as  we  are  asked  to. 

Mr.  Wampler.  My  time  has  expired.  I  want  to  thank  all  of  you 
gentlemen  for  your  fine  testimony  this  morning. 

Mr.  Stubblefield.  Judge  Rarick. 

Mr.  Rarick.  Thank  you,  Mr.  Chairman.  I  have  no  questions. 

Mr.  Stubblefield.  Mr.  Mayne. 
'  Mr.  Mayne.  Thank  you,  Mr.  Chairman. 

Mr.  O'Rourke,  as  I  recall,  there  was  a  rather  substantial  cut  in 
Mexico's  quota  3  years  ago,  some  56,648  tons,  was  there  not? 

Mr.  O'Rourke.  I  believe  this  is  the  case,  Mr.  Mayne.  The  recom- 
mendations of  the  committee  did  involve,  at  least  on  the  record  and 
on  papeT,  some  cut  in  the  quota.  However,  as  the  situation  developed 
and  with  the  compromise  that  finally  was  reached  with  the  Senate 
and  also,  of  course,  with  the  deficits  that  were  declared,  actually,  the 
total  Mexican  final  adjusted  quota  turned  out  to  be  very  close  to 
what  it  had  been  before.  And  as  the  years  have  gone  by  since  the 
1971  extension  with  the  larger  than  expected  domestic  area  deficits, 
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the  total  Mexican  shipments  have  tended  to  increase  so  that  wliile 
we  did,  at  the  time,  have  some  feeling-  about  a  proposed  reduction 
in  the  quota,  it  turned  out  to  be  not  nearly  as  injurious  or  harmful 
as  we  thought  it  might  have  been. 

Mr.  Matne.  So  there  was  no  real  hardship  resulting? 

Mr.  O'KotJRKE.  I  think  not  any  substantial  hardship,  no. 

Mr.  Mayne.  Thank  you. 

Mr.  Benitez,  I  wish  you  would  give  us  a  little  more  understanding 
here  on  how  it  is  that  Puerto  Rico  seems  to  be  the  only  one  of  the 
sugar  producing  areas  that  is  wanting  a  reduction  in  quota.  I  have 
visited  your  beautiful  island  and  it  sems  to  have  all  the  right 
climatic  conditions,  at  least  as  favorable  as  the  other  islands  in  the 
Caribbean.  I  believe  with  the  sole  exception  of  Puerto  Rico,  all  of 
these  other  islands — and  as  a  matter  of  fact,  here  in  the  mainland 
United  States,  our  beet  producers  and  our  cane  producers  are  all 
asking  for  increases.  Could  you  give  us  a  little  better  insight  into 
into  how  it  is  that  Puerto  Rico  doesn't  want  an  increase  in  quota  ? 

Mr.  Benitez.  Thank  you.  I  will  be  glad  to  summarize  some  of 
the  basic  reasons. 

No.  1,  one  of  the  significant  factors  has  been  the  wage  problem. 
In  Puerto  Rico,  wages  have  been  increasing  very  intensively  through 
a  number  of  factors.  At  present,  for  instance,  over  67  percent  of  all 
the  wages  in  Puerto  Rico  are  at  or  over  the  Federal  minimum  of 
$1.60  an  hour.  This  has  meant  that  whereas  this  type  of  an  increase 
has  been  advisable  and  equal,  we  think  the  industry  development 
that  has  taken  place  in  Puerto  Rico,  carrying  in  even  at  the  lower 
level  in  the  agricultural  field,  has  been  very,  very  difficult.  As  a  mat- 
ter of  fact,  the  mmimum  wage  that  has  been  established  by  the 
Federal  industry  committees  in  the  past  has  been  below  $1  an  hour 
and  the  Government  has  had  to  subsidize  increasing  that  to,  as  it 
is  at  present,  $1.10  or  $1.20  minimum  an  hour.  But  that  has  been  a 
factor  in  the  reduction  of  the  people  that  could  be  or  would  be 
available  for  the  hard  job  of  canecutting  and  agricultural  participa- 
tion in  it. 

Again,  the  terrain  in  Puerto  Rico  has  been,  as  vou  know,  it  is 
quite  hilly,  and  does  not  lend  itself  adequately  for  the  type  of 
industrial  cultivation  of  the  canefields  as  happens,  for  instance,  in 
Hawaii. 

Then  there  has  been  this  unbalance  in  the,  this  general  unbalance 
in  the  development  of  a  society  where  the  accent  has  been  pre- 
eminently on  industry  rather  than  in  agriculture. 

So  today,  with  the  exception  of  the  dairy  aspect  of  agriculture, 
all  agriculture  in  Puerto  Rico  is  facing  a  rather  critical  pressure 
and  this  is  one  of  the  reasons  that  over  the  years,  we  have  had 
also  a  low  price  in  sugar  until  quite  recently.  But  the  reduction 
in  the  sugar  output  and  the  attention  to  this  activity  has  been 
great  and  this  is  one  of  the  basic  reasons  why  we  think  that  sugar 
is  now,  in  Puerto  Rico,  at  a  stage  we  never  would  have  anticipated. 

The  Government  of  Puerto  Rico,  as  I  indicated,  has  had  to  either 
buy  or  rent  the  mills,  which  with  the  great  costs  of  20  or  30  years 
ago  are  all  now  in  a  depressed  situation,  but  we  are  going  to  as- 
sume an  upward  trend  at  present.  It  is  because  of  this  basic  fact 
that  we  have  felt  that  we  should  come  here  and  open  our  books 

Digitized  by  VjOOQIC 


294 

and  open  our  problems  and  say,  all  right,  make  this  reduction  and 
we  are  now  trying  to  fight  in  the  uphill  aspects  of  the  problem. 

Mr.  Mayne.  Thank  you. 

Mr.  Stubblefield.  Mr.  Mathis. 

Mr.  Mathis.  Thank  you,  Mr.  Chairman.  A  couple  of  brief  ques- 
tions to  the  gentlemen  from  India  and  the  Dominican  Eepublic. 

Is  there  any  planned  increase  in  production  in  the  works  for 
India?  I  think  we  should  know  this.  The  Dominican  Eepublic  is 
going  intd  increased  production  for  1974? 

Mr.  Juliana.  Yes,  that  is  right. 

Mr.  Mathis.  Is  there  any  planned  increase  in  production  for 
India? 

Mr.  Palmeter.  Yes,  there  is,  Mr.  Congressman.  The  Government 
of  India  is  projecting  a  growth  in  India  from  about  4V^  million  tons 
this  season  to  about  6  million  tons  at  the  end  of  the  1978-79  season. 

Mr.  Mathis.  What  do  you  plan  for  this  increased  production? 
iExport? 

Mr.  Palmeter.  Most  of  it  will  go  into  domestic  consumption.  Of 
that  amount,  they  are  anticipating  reserves  available  for  export  and 
reserve  holdings,  averaging  about  a  half  a  million  tons  minimum 
per  year.  The  growth  is  expected  to  be  achieved,  supposed  to  be 
achieved,  primarily  in  improvements  in  the  yield  of  sugarcane  per 
acre  and  in  the  recovery  of  sugar  per  ton  of  cane  crushed,  both 
figures  which  indicate  there  is  room  for  improvement. 

Mr.  Mathis.  When  you  go  into  the  world  market  to  sell  the  sugar, 
how  do  you  do  it?  On  a  negotiated  basis  with  various  companies? 

Mr.  Palmeter.  I  understand  that  the  Commonwealth  Sugar  Agree- 
ment is  on  a  negotiated  basis  and  that  past  participation  in  the  now 
defunct,  I  understand.  International  Sugar  Agreement  was  on  that 
basis.  Beyond  that,  the  tenders  are  asked  for,  bids. 

Mr.  Mathis.  How  does  that  work  in  the  Dominican  Eepublic? 

Mr.  Juliana.  Before  I  answer  that,  may  I  go  back  to  your  other 
question  as  far  as  the  increase  in  production  is  concerned? 

Mr.  Mathis.  Yes. 

Mr.  Juliana.  Over  the  past  few  years,  production  has  increased 
almost  100,000  tons  each  year.  In  my  statement,  I  indicated  that  by 
1977  the  production  would  be  about  1.6  million.  We  are  planning  this 
year  on  a  production  of  1.4  million. 

Mr.  Mathis.  How  is  this  increase  distributed?  I  believe  you  said 
that  68  percent  of  the  sugar  is  produced  in  state-owned  mills.  How 
is  the  distribution  arranged  for  the  increase?  Is  that  distributed 
between  the  state  mills  and  the  private  sector? 

Mr.  Juliana.  Yes  sir.  That  is  correct.  There  are  three  major 
producers  in  the  Dominican  Republic,  of  course,  the  largest  being 
the  state  itself.  The  increase  is  distributed  proportionately  among 
all  three  producers. 

Now,  to  get  to  your  second  question  about  how  the  Sugar  is  sold: 
Up  until  very  recently,  there  were  two  systems.  The  private  sector, 
which  represents  about  one-third  of  the  total,  went  out  into  the 
market  on  their  own.  The  Government  facilities  and  the  Government 
production  was  sold  through  tenders,  reviewed  by  a  commission,  and 
sold  to  the  highest  bidder. 
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As  of  very  recently,  in  fact  within  the  last  few  days,  last  week, 
there  has  been  a  new  decree,  which  now  provides  that  all  of  the 
sugar  will  be  sold  through  tenders  administered  by  a  special  com- 
mission. 

Mr.  Mathis.  Does  this  include  the  private  sugar  companies? 

Mr.  JtJUAXA.  It  does ;  yes  sir.  It  now  includes  all  sugar  that  will 
be  sold  from  the  Dominican  Kepublic. 

Mr.  Mathis.  In  other  words,  the  state  is  controlling  the  sale  of 
sugar  in  the  private  sector? 

Mr.  Juliana.  I  have  not  seen  the  decree.  I  have  had  it — ^I  have 
discussed  it  with  the  Ambassador  here  in  the  United  States.  It  is 
our  understanding  that  this  special  commission,  yes,  will  administer 
the  sale  of  all  sugar,  both  to  the  U.S.  market  and  the  world  market, 
from  the  Dominican  Republic. 

ilr.  ]VL\THis.  How  does  this  system  work,  now  ?  You  receive  tenders, 
did  you  say  ? 

Mr.  Juliana.  Yes,  tenders  are  received,  and  the  sugar  is  sold  to 
the  liighest  bidder  after  review  by  this  commission. 

Mr.  Mathis.  As  a  fairly  large  supplier,  would  it  be  possible,  then, 
to  say  that  the  commission — ^tlie  commission  I  believe  is  what  you 
called  it — decides  that  they  reject  bids,  would  that  tend  to  force 
supplies  to  the  market — they  have  an  expression 

Mr.  Juliana.  I  believe  they  do,  yes  sir.  I  assume  it  is  possible 
that  the  market  could  be  affected  one  way  or  the  other  by  the  actions 
of  the  commission.  However,  it  is  my  understanding  that  to  date,  it 
has  worked  well  in  selling  that  sugar  produced  by  the  Government- 
owned  facilities. 

Mr.  Mathis.  I  see  my  time  has  expired.  I  would  be  interested  in 
asking,  what  motivated  this  change  to  bring  the  private  companies 
under  the  auspices  of  the  commission  ? 

Mr.  Juliana.  I  understand  there  were  several  factors.  Primarily, 
to  protect  the  monetaiy  and  fiscal  system  of  the  country;  No.  2,  to 
assure  that  the  country  was  receiving  the  moneys  they  were  entitled 
to  from  the  sale  of  the  sugar.  Also,  for  tax  purposes,  to  assure  the 
proper  payment  of  taxes.  These  were  some  of  the  considerations,  the 
major  considerations  that  went  into  this  change. 

Mr.  Mathis.  Thank  you  very  much. 

Mr.  Stubblefield.  Mr.  Findley,  any  questions? 

]Mr.  Findley.  Yes,  Mr.  Chairman. 

I  am  sure  the  impression  has  been  left  during  these  hearings  that 
the  U.S.  Sugar  Act  gives  U.S.  users  of  sugar  a  lot  better  deal  than 
they  would  have  in  the  absence  of  the  act.  I  would  like  to  ask  in  that 
regard,  during  the  past  6  months,  has  your  client  sold  sugar  for 
export  at  a  price  higher  than  the  price  you  received  by  selling  sugar 
in  the  United  States?  I  would  be  glad  to  hear  from  Mr.  O'Rourke 
on  that  point. 

Mr.  O'RouKKE.  Congressman  Findley,  Mexico  has  sold  no  sugar 
for  export  except  to  the  United  States  since  1968,  I  believe. 

Mr.  Findley.  Mr.  Juliana? 

Mr.  Juliana.  Mr.  Findley,  as  I  testified,  we  committed,  either 
with  contracts  already  sold  or  contracts  contemplated,  388,000  tons 
of  sugar  to  the  U.S.  market  for  delivery  through  April.  Yes,  it  is 
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my  understanding  as  of  yesterday  that  approximately  10,000  tons 
of  sugar  have  been  sold  to  the  world  market. 

Mr.  FiNDLET.  And  at  what  price? 

Mr.  Juliana.  I  do  not  know  the  price,  but  obviously,  it  was  cer- 
tainly higher  than  the  U.S.  price. 

Mr.  FiNDLEY.  Was  it  at  the  so-called  world  price  or  less? 

Mr.  Juliana.  I  would  assume  it  was  at  the  so-called  world  price. 
I  do  not  know,  but  I  certainly  can  get  the  figure  for  you. 

Mr.  FiNDLEY.  This  10,000  tons  would  represent  approximately  what 
percentage  of  your  exports  for  the  year? 

Mr.  Juliana.  Well,  very,  very  small.  In  1974,  we  anticipate  ex- 
porting about  a  million  tons  of  sugar. 

Mr.  FiNDLEY.  Mr.  Palmeter? 

Mr.  Palmeter.  In  the  last  6  months,  Mr.  Findley,  India  has,  as  I 
testified  in  answer  to  a  question  of  the  chairman,  sold  147,000  tons 
of  white  sugar,  which  is  not  allowed  for  export  to  the  United  States, 
to  third  countries,  which  I  guess  you  would  call  the  world  market 
— some  went  to  London,  but  to  Bangladesh,  Iran 

Mr.  FiNDLEY.  This  was  outside  the  Commonwealth  Agreement? 

Mr.  Palmeter.  Yes. 

Mr.  FiNDLEY.  What  would  be  the  U.S.  price  equivalent? 

Mr.  Palmeter.  I  do  not  know  what  the  U.S.  price  is.  I  could  fig- 
ure this  out  and  supply  it  to  you.  I  just  got  a  cable  and  the  price 
to  me  in  pounds  sterling.  In  pounds  sterling,  it  was  approximately 
105  to  107  pounds  sterling  per  metric  ton  of  white  sugar.  I  have 
not  translated  that  into  dollars. 

Mr.  FiNDLEY.  You  do  not  know  how  it  relates,  but  you  assume  it 
was  higher? 

Mr.  Palmeter.  Higher  than  the  world  price? 

Mr.  FiNDLEY.  Yes. 

Mr.  Palmeter.  It  was  definitely  more  profitable  for  the  India 
Export  Corporation  to  sell  white  sugar  than  raw  sugar. 

Mr.  FiNDLEY.  How  does  the  price  at  which  India  markets  sugar 
under  the  CJommonwealth  Agreement  compare  with  the  price  at 
which  it  markets  sugar  to  the  United  States? 

Mr.  Palmeter.  In  the  past,  it  has  definitely  been  lower.  At  this 
point,  in  discussion  with  some  representatives  this  morning,  as  a 
matter  of  fact,  they  cannot  say.  Primarily  because  the  sugar  that 
goes  to  the  United  Kingdom  under  the  Commonwealth  Agreement 
IS  on  an  f  .o.b.  basis.  The  sugar  that  is  sold  to  the  United  States  is 
on  a  contract  for  a  duty-paid  landed  basis.  Shipping  costs  are  going 
up  enormously.  That  all  accounts  for  a  great  deal  of  difference;  the 
duty-pa^d  landed  prices  are  for  sales  from  the  exporter  to  the 
United  States,  whereas  to  f.o.b.  sales  to  the  United  Kingdom,  it 
is  up  to  the  exporter  to  pick  it  up.  With  the  shipping  costs  increas- 
ing now,  any  differential  that  existed  between  the  United  Kingdom 
bnce  and  the  U.S.  price  is  at  least  narrowing,  if  it  has  not  gone 
flie  other  way. 

Mr.  Findley.  I  would  like  also  to  have  each  of  you  respond  to 
this  question.  What  is  the  average  hourly  income  of  cane  field  work- 
ers in  the  country  you  represent,  including  all  fringe  benefits? 

Mr.  Palmeter.  I  might  start  with  that,  Mr.  Findley. 
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The  minimum  wage  in  India  for  sugar  workers  this  year  ranges 
from  $28.27— this  is  of  course,  m  our  country— it  is  $28.70  to  $29.60 
per  month.  That  is  in  cash. 

Mr.  FiNDLET.  How  long  is  a  working  day  ? 

Mr.  Palmeter.  The  working  week  is  45  hours  for  day  shift,  44 
for  night  shift;  the  season  is  approximate! jr  150  days.  In  addition 
to  that,  the  workers  are  provided  with  housing,  medical  care,  child 
education.  There  is  also  a  Government-imposed  profit-sharing  bonus 
which  runs  roughly  the  equivalent  of  a  month's  wages,  a  profident 
fund  in  which  the  approximately  $8  per  month  is  taken  from  the 
worker's  pay  and  this  is  mashed  in  this  fund,  which  is  balanced  by 
his  eonployer. 

If  you  want  more  detail,  I  can  get  it.  There  is  a  problem  of 
currency  conversion.  The  second  problem  is  the  problem  of  real 
purchasing  power  in  India.  We  are  talking  of  a  country  with  a  per 
capita  income  of  about  $80  a  year.  Sugar  worker,  particularly  grow- 
ers, are  the  better  off  worker  and  growers  in  India.  As  a  matter  of 
fact,  the  cane  industry  itself 

Mr.  FiNDLEY.  They  wind  up  with  about  $2  a  day  on  the  average? 

Mr.  Palmeter.  Approximately,  in  Cash. 

Mr.  FiNDLET.  Including  benefits. 

Mr.  Palmeter.  I  would  rather  not  speculate.  I  can  get  a  letter 
off  to  you  by  this  afternoon,  Mr.  Findley,  for  your  information. 

Mr.  Findley.  Mr.  O'Rourke? 

Mr.  O'EoTJRKE.  $1.20  per  hour. 

Mr.  Jtjllana.  Mr.  Findley,  the  Dominican  Republic  wage  scale 
varies.  The  normal  fieldworker  makes  $2  per  day.  The  canecutter 
is  paid  by  the  ton,  $1.35  per  ton,  and  an  average  day's  work  there 
is  3  to  5  tons. 

Mr.  Findley.  So  what  does  this  come  out  to  for  an  average  income 
per  cutter? 

Mr.  Juliana.  Per  day? 

Mr.  Findley.  Average  hourly  income  or  daily? 

Mr.  Juliana.  Well,  it  would  be  anywhere  $4  to  $5  a  day  for  a 
cane  cutter.  The  specialized  workers,  however,  in  the  mills,  can  go 
as  high  as  $8.55  a  day.  Now,  this  does  not  include,  however,  the  free 
housing,  education,  health  benefits,  a  bonus  system,  and  all  the  other 
fringe  benefits. 

Mr.  Findley.  Perhaps  the  Commissioner  would  like  to  comment  on 
that? 

Mr.  Benitez.  Well,  the  wage  in  Puerto  Rico,  the  minimum  wage 
in  the  sugarcane  field  today  in  Puerto  Rico  is  $1.30  an  hour  or  $10 
a  day.  The  average  wage  in  the  factory  in  Puerto  Rico  per  hour  is 
$2.50  a  day — ^I  mean  $2.50  an  hour.  Which  means 

Mr.  Findley.  That  explains  why  you  do  not  have  too  many  cane 
field  workers? 

Mr.  Benitez.  This  is  one  of  the  problems. 

If  I  may  for  a  minute  pause  to  answer  more  precisely  a  question 
that  Mr.  Mayne  raised  earlier,  which  dovetails  with  this  one.  As  you 
know,  suirar  has  been  historically  a  poor  man's  industry,  or  a  poor 
man's  activity,  and  it  has  been  one  of  the  basic  realities  in  the  Car- 
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ribbean  and  throughout  the  world  where  it  has  existed — a  rich  and 
able  and  highly  industrialized  activity  at  some  other  places,  as  it 
has  been  in  Florida  and  now  in  Louisiana  and  other  parts  of  the 
United  States. 

Now,  the  problem  in  Puerto  Kico  and  the  reason  why  there  has 
been  this  decrease  is  that  we,  in  a  sense,  have  moved  from  one  ex- 
treme in  tlie  spectrum  to  the  other  and  tiie  sugar  industry  has  been 
caught  in  the  middle  of  that.  Now,  what  we  are  hoping,  and  this  is 
why  we  are  not  damning  tlie  sugar ;  we  are  continuing  to  invest  mil- 
lions of  dollars  in  its  investment — is  that  we  will  be  able  to  effect 
the  adequate  transition  in  the  industrial  picture  in  Puerto  Rico  to 
sugar  on  the  basis  of  an  economic  crop  in  a  highly  developed  society. 

Mr.  FiNDLET.  Thank  you,  Mr.  Chairman. 

Mr.  Stubblefiem).  Mr.  Matsunaga,  do  you  have  any  questions? 

Mr.  Matsunaga.  Yes,  I  have  an  appointment  to  keep  and  must 
leave  soon,  but  I  have  one  question. 

It  has  been  proposed  that  the  Sugar  Act  be  discontinued,  as  you 
well  know.  Xow,  how  would  tlie  discontinuance  of  the  Sugar  Act 
affect  the  countries  that  you  represent  or  the  economy  of  the  country 
that  you  represent  outside  of  Puerto  Rico,  of  course,  which  is  part  of 
the  United  States? 

Now,  may  we  start  with  Mr.  O'Rourke  ? 

Mr.  O'Rourke.  Mr.  Matsunaga,  I  think  I  will  have  to  answer  as 
I  he-'^rd  Mr.  Marshall  answer  a  question  the  other  day.  No  man  can 
say  for  sure  what  the  consequences  would  be.  It  would  be  very  dif- 
ficult for  us  to  predict  what  would  happen.  There  would  be,  I  am 
sure,  from  my  knowledge  of  the  sugar  industry,  a  very  chaotic  situa- 
tion in  the  United  States  and  the  world  sugar  markets  if  the  Su^r 
Act  were  terminated.  How  Mexico  would  finally  be  affected,  I  thmk 
no  man  can  say. 

Our  view  is  that,  with  the  stability  that  the  Sugar  Act  has  pro- 
vided not  only  to  foreign  suppliers  but  also  to  the  domestic  pro- 
^Hicers,  it  is  snnply  not  sensible  to  f'oi>si({er  terminating  such  a  bene- 
ficial act.  By  beneficial,  we  mean  both  to  the  United  States  and  to 
the  suppliers. 

Mr.  Matsunaga.  Mr.  Palmeter? 

Mr.  Palmeter.  Mr.  Matsunaga,  I  have  no  instructions  from  my 
client  on  this.  I  do  not  really  think  it  would  be  appropriate  for  them 
to  suffgest  that  the  conunittee  abolish  or  not  abolish.  We  are  here 
to  make  a  case  within  the  framework  of  the  act  that  exists. 

In  terms  of  the  economics  of  what  would  it  do  to  India,  I  do  not 
know.  India  definitely  has  benefited  bv  tl^e  premium  price  tliat  it  ob- 
tains in  the  U.S.  market  in  the  past.  On  the  other  hand,  its  quota  has 
been  comparatively  low  in  comparison  to  its  ability  to  supply  sugar. 
So  I  guess  we  would  really  have  to  say:  Would  you  rather  sell  a 
few  Cadillacs  at  a  big  margin  or  a  lot  of  Chewies  at  a  smaller  one? 
How  that  would  work  out  I  don't  know  in  terms  of  what  has  occurred 
in  the  past.  But  there  definitely  has  been  a  benefit,  obviously,  in  the 
premium  that  has  gone  on  all  tnese  years. 

Mr.  Juliana.  Mr.  Congressman,  for  the  Dominican  Republic,  it 
^^oulcl  most  likely  be  catasti-ophic,  because  so  much  of  the  economy 
does  depend  on  the  sugar  industry.  Ten  percent  of  the  population  de- 
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pends  on  income  from  the  industry  for  its  very  livelihood.  And  sugar 
exports  sales  produce  80  percent  of  the  country's  foreign  exchange^ 
A\  i^  feel  that  tne  hui^ar  Act  and  the  quota  system  gives  us  the  needed 
stability  to  carry  on  the  su^ar  industry,  which  in  turn  is  absolutely- 
necessary  for  the  continued  progress  and  economic  growth  of  tlie 
country. 

Mr.  Matsunaga.  So  despite  the  higher  price  which  you  can  get 
on  the  world  market  today,  you  womd  still  prefer  that  the  Sugar 
Act  be  continued  and  you  be  able  to  sell  at  a  lower  price  to  the  Tf.S. 
market? 

Mr.  Juliana.  Mr.  Congressman,  we  have  never  failed  to  met  our 
full  commitment 

Mr.  Matsunaga.  I  realize  that. 

Mr.  JuMANA.  [continuing.]  To  the  U.S.  market  regardless  of  the 
higher  prices  in  the  world  market. 

Mr.  O'RouBKE.  If  I  may  add  just  one  very  short  sentence  or  two, 
we  do  feel  this  way;  tliat  1  view  of  the  geo<i:i'ai)hic  situation  between 
Mexico  and  the  United  States,  the  total  relationship,  political  and 
economic,  regardless  of  what  kind  of  act  there  is,  it  is  only  natural 
that  Mexico  provide  the  United  States  with  sugar.  Mexico  is,  along 
with  the  domestic  areas,  really  one  of  the  chief  reliances  of  the  U.S. 
for  its  sugar  supply. 

Mr.  Matunaga.  Now,  a  question  to  Commissioner  Benitez. 

In  view  of  the  fact  that  you  produced  only  250,000  tons  last 
year 

Mr,  ]^Kxm.:z.  That  is  ri^Iit. 

Mr.  Matsunaga.  Do  you  suppose  a  450,000  ton  request  is  realistic? 
Do  you  expect  to  be  able  to  meet  that  quota  ? 

Mr.  Benitez.  Well,  we  do  not  expect  to  meet  that  quota  next 
year  nor  the  jrear  after  next.  But  we  do  hope  to  be  able  to  make 
that  quota  during  the  life  span  of  the  program  and  this  is  why  we 
are  setting  it  at  that  figure. 

Mr.  Matsunaga.  Thank  you  all  very  much.  We  appreciate  your 
responses — all  of  you. 

Mr.  Stubblefield.  Mr.  Bergland. 

Mr.  Bergland.  Thank  you.  No  questions. 

Mr.  Stubblefield.  Mr.  de  la  Garza? 

Mr.  DE  LA  Garza.  Thank  you,  Mr.  Chairman. 

]VIr.  Juliana,  in  your  statement  you  state  that  all  cases  of  le^ti- 
mate  reclamations  by  U.S.  inter^ts  presented  to  the  Domimcan 
Government  have  been  satisfactorily  resolved. 

Do  you  know  of  any  that  are  pending  now  in  a  U.S.  citizen's 
interest  as  against  the  Government  of  the  Dominican  Eepublic? 

M»'.  Jn.iAXA.  Mr.  do  la  (Jarza,  1  have  been  informed  as  of  last 
evening  that  there  are  no  pending  actions  by  any  U.S.  citizen  against 
the  Doiniiiican  Goveriunent  tliat  nave  not  been  satisfactorily  resolved. 

Ml*.  DE  1  ,v  (lARZA.  AVould  vou  1)0  suliject  to  coiTection.  if  I  would 
present  evidence  of  at  least  one  case  that  I  know  of  that  is  pending? 

Mr.  Juliana.  I  would  be  very  happy  to  be  corrected,  if  I  have 
any  knowle4ge  of  the  particular  case  I  would  be  very  happy  to  com- 
ment or  complete  the  record  or  get  you  whatever  information  is 
necessary. 
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Mr.  DB  LA  Gabza.  I  do  not  think  it  would  be  proper  to  put  in  the 
record  a  si>ecific  case.  It  might  be  detrimental  to  one  par(7  or  tin 
other.  But  if  you  would  assure  me  of  your  cooperation  to  the  hope- 
fully successful  termination  of  this  one  case,  that  I  will  bring  to 
your  attention,  I  would  appreciate  it. 

Mr.  Jtjliaka.  I  woidd  oe  very  happy  to  discuss  it  and  assist  in 
any  way  possible,  sir. 

Mr.  DE  LA  Gakza.  Tiiank  you  very  much. 

Mr.  Findley  asked  all  of  you  gentlemen  a  question  regarding  tlic 
minimum  wage  paid  in  dollars.  Mr.  Findley  has  been  doing  this  to 
all  of  the  witnesses.  I  can  stand  no  longer  trying  to  figure  out  Mr. 
Findley's  attempt  at  trying  to  deteriorate  any  support  for  this  legisla- 
tion. I  would  like  to  ask  you  gentlemen  if  you  would  provide  for  the 
record  the  income  paid  hourljr  to  your  workers  in  your  currency, 
with  the  exception  of  Commissioner  Benitez,  the  average  wage  paid 
to  all  workers  in  your  country  in  your  currency  and  the  me£an  in- 
come of  the  average  workers  in  your  curreaicy — not  in  dollars,  be- 
cause when  you  say  $28  a  month,  many  people  in  the  U.S.  would  be 
shocked  that  someone  can  live  on  $28  a  month  in  India.  I  think  it 
would  be  fair  to  jon  for  somebody  in  this  committee  to  allow  you  the 
privilege  of  showing  what  the  sugar  worker  receives  in  your  country 
m  relation  to  all  the  other  workers  in  your  country  and  in  the  income 
of  your  country. 

Mr.  Palmeter.  It  is  a  lot  of  money  in  India,  Mr.  de  la  Garza. 

Mr.  DE  LA  Garza.  Thank  you  very  mudi. 

Mr.  FrNDLET.  Will  the  gentleman  yield? 

Mr.  DE  LA  Garza.  I  will  be  very  happy  to  jdeld. 

Mr.  Findley.  Thank  you.  I  would  like  to  mention  why  I  have 
been  pursuing  this  line  of  questioning.  It  is  because  the  f  orei^  pro- 
ducers of  sugar  who  have  markets  in  this  country  get  approxmiatdy 
the  same  price  for  their  sugar  as  do  the  firms  within  this  country^  and 
there  is  quite  a  contrast  titween  wages  paid  in  Hawaii  and  Missis- 
sippi and  Florida  and  those  paid  in  these  foreign  quota  countries. 

Mr.  DE  LA  Garza.  The  gentleman  has  a  right  to  his  opinions.  I 
thought  that  the  witnesses  should  be  given  the  opportimity  to  present 
their  cases. 

Mr.  Findley.  Thank  you.  I  think  that  is  very  reasonable. 

Mr.  DE  LA  Garza.  To  present  their  case  in  their  currency  in  relation 
to  their  country  and  not  necessarily  how  many  dollars  per  hour. 

Mr.  Findley.  Surely. 

Mr.  Stubblefield.  Mr.  Wampler,  did  you  have  a  question? 

Mr.  Wampler.  Mr.  Chairman,  thank  you. 

Earlier  I  was  in  error  to  referring  to  the  gentleman  here  as  rep- 
resenting the  Government  of  the  Dominican  Republic.  I  want  the 
record  to  be  corrected  because  they  properly  identified  themselves  in 
their  to>stimony.  It  was  an  error  on  my  part. 

Oiiofuinl  (luostion. 

Mr.  O'Rourke,  as  the  representative  of  the  National  Association 
of  Sugar  Producers  of  Mexico,  I  would  be  interested  in  any  views 
that  you  might  have  in  regard  to  the  Cuban  sugar  quota.  I  ask  this 
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question  not  intending  to  embarrass  you  in  any  way,  because  I  know 
you  do  not  speak  for  the  Govemment  of  Mexico,  but  I  would  be 
interested  if  you  have  any  views  representing  the  sugar  producers 
of  Mexico. 

Mr.  OBouBKE.  I  think  you  have  pretty  well  suggested  the  answer 
I  have  to  give,  Mr.  Wampler.  First  of  all,  I  do  represent  only  the 
National  Sugar  Producers  Association. 

Furthermore,  I  think  Mexico  has  been  very  careful,  and  the  asso- 
eiatioii  and  others  from  Mexico  have  been  careful,  to  avoid  seeming 
to  inject  themselves  into  what  is  properly  a  matter  of  U.S.  policy. 

Mr.  Juliana.  Mr.  Wampler,  just  to  make  the  record  very  conmlete, 
I  am  registered  as  the  representative  for  the  Govemment  of  the 
Dominican  Rei)ublic  as  well  as  the  State  >Sii^ar  Comicil.  But  that  is 
only  in  relation  to  the  sugar  industry  and  nothing  else. 

JMr.  Wampler.  I  simply  wanted  the  record  to  be  clear,  I  made  a 
mistake  and  I  am  sorry.  I  did  not  intend  to  embarrass  you  in  any 
way. 

Mr.  Bergland.  Mr.  Chairman,  if  I  may,  to  follow  the  colloquy 
between  our  friend  from  Illinois  and  the  gentleman  from  Texas,  1 
would  like  to  point  out  the  record  is  clear  that  in  my  district,^  we 
produce  sugar  beets  in  great  abundance  and  it  is  a  highly  mechanized 
industry,  "flie  wages  paid  for  fieldwork  amount  to  less  tnan  V/^  cents 
a  pound,  whereas  these  foreign  producers  rely  so  heavily  on  hand 
labor.  I  think  the  record  will  show  that  if  they  were  to  mechanize 
te  the  extent  that  we  have  in  the  U.S.,  their  local  economies  would 
]h»  terribly  disrupted.  That  is  one  of  the  reasons  why  they  liave  such 
a  low  wage  rate;  they  have  such  a  high  hourly  input  that  we  do  not 
incur  because  of  our  machine  costs. 

Thank  you,  Mr.  Chairman. 

Mr.  DE  LA  Garza.  Mr.  Chairman,  one  final  question  to  Mr.  Juliana. 

Do  you  anticipate  having  any  complaints  filed  by  the  people  with 
sugar  income  with  regard  to  the  new  method  of  selling  sugar?  You 
say  all  the  things  have  been  resolved  satisfactorily. 

Mr.  JuLLAXA.  I  do  not  anticipate  any.  However,  the  decree  was 
only  signed,  I  believe,  on  Monday  of  this  week.  So  it  has  to  be  seen 
just  how  the  interested  parties  react  to  it.  But  I  do  not  anticipate 
any  problems  with  it. 

Mr.  DE  LA  Garza.  One  other  question.  You  said,  if  I  heard  you 
correctly,  that  the  projection  was  for  the  exportation  of  1  million 
tons  of  sugar  from  the  Dominican  Republic  in  1974. 

Mr.  Juliana.  That  is  correct. 

Mr.  DE  LA  Gaeza.  Production  is  estimated  te  be  1.4  million  tons, 
with  a  local  consumption  in  1973  of  171,000  tons,  which  would  leave 
a  shortfall  in  there  of  somewhere  around  200,202  tons.  What  do  you 
do  with  this  sugar?  Is  this  just  held  in  reserve? 

Vr.  Ji'TjAXA.  Yes,  it  is.  It  is  held  in  reserve.  Tlie  decree  siirned  by 
tlie  President  breaks  it  down  this  way:  U.S.  market,  821,741  tons; 
the  world  market,  229,000  tons:  local  consumption,  194,000  tons;  and 
reserve,  155,259  tons.  That  is  on  a  production  of  1.4  million  tons  for 
1974. 
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Mr.  DE  LA  Gabza.  Very  good  • 

Thank  you,  gentlemen. 

Mr.  Mayne.  Mr.  Chairman. 

Just  to  fill  out  the  point  that  our  friend  from  Minnesota  made^ 
Mr.  Bergland  said  that  the  typical  worker  in  the  beet  fields  there 
gets  about  V^  cents  a  pound.  What  would  the  daily  wage  be, 
approximately? 

Mr.  Bergland.  About  $4  an  hour. 

Mr.  Mayne.  Thank  you. 

Mr.  Stubblefield.  Are  there  any  further  questions? 

[No  response.] 

Mr.  Stubblefield.  If  not,  the  committee  stands  adjourned,  tmtil 
Tuesday  morning. 

r Whereupon,  at  11:40  a.m.,  the  committee  was  adjourned  until 
Tuesday,  March  5, 1974.] 


I 
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TUESDAY,  MABCH  5,   1674 

House  of  Representatives, 
Committee  on  Agriculture, 

Washington^  D,C. 

TKe  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  1301, 
Longwortli  House  Office  Building,  Hon.  W.  R.  Poage  (chairman) 
presiding. 

Present:  Representatives  Poage,  Foley,  de  la  Garza,  Vigorito,. 
Jones  of  North  Carolina,  Sisk,  Rarick,  Jones  of  Tennessee,  Mathis,. 
Bergland,  Denholm,  Litton,  Goodling,  Mayne,  Zwach,  Symms,  and 
Madigan. 

Also  present :  Hyde  Murray,  associate  coimsel ;  L.  T.  Easley,  press 
assistant;  Steve  Allen,  staff  consultant;  and  Betty  Prezioso,  staff 
assistant. 

The  Chairman.  The  committee  will  be  in  order. 

There  is  a  Republican  caucus  going  on  and  I  know  many  of  our 
colleagues  will  be  late  as  a  result  of  that,  but  it  was  suggested  that 
we  proceed  with  the  hearing  and  I  tliink  that  would  make  sense. 

The  Chair  is  in  receipt  of  a  letter  from  Mr.  Donald  S.  Dawson, 
advising  that  due  to  the  present  local  situation  in  Ethiopia,  that 
country  will  not  present  its  request  for  a  quota,  at  least  not  at  this 
time.  He  has,  therefore,  waived  his  position  on  the  docket  this  morn- 
ing. In  the  meantime,  we  will  proceed  with  the  witnesses  that  were 
scheduled  and  if  there  is  then  still  time  and  there  is  someone  else 
here  who  is  scheduled  later  who  would  like  to  be  heard  now,  we  will' 
see  if  that  can  be  arranged.  Whether  Mr.  Dawson  can  be  heard  at 
a  later  date  or  not,  I  do  not  know.  There  is  no  place  for  him  on  the 
docket. 

Before  I  forget  it,  in  order  that  we  have  as  much  information  as- 
wf>  can.  I  want  to  have  a  quorum  here — we  hope  that  we  have.  We 
will  take  up  the  final  action  on  the  Commodities  Exchange  Act,  on 
the  clean  bill  which  wns  introduced  at  the  vote  of  the  committee.  I 
just  want  everybody  to  be  aware  of  that.  . 

We  will  now  proceed  with  our  schedule  and  Mr.  John  H.  Sharon,- 
attorney  at  law,  representing  the  Mauritius  sugar  industry,  is  witb 
us.  We  will  be  glad  to  hear  from  Mr.  Sharon. 

(303) 
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STATEMENT  OF  JOHN  H.  SHARON,  REPRESENTING  THE 
MAURITIUS  SUGAR  INDUSTRY 

Mr.  Sharon.  Thank  you  very  much,  Mr.  Chairman. 

It  is  a  very  great  privilege  to  appear  here  today  on  behalf  of  the 
Mauritius  sugar  industry.  Our  statement  is  our  detailed  response  to 
the  guidelines  for  hearings  issued  by  the  committee  on  January  30, 
1974. 

The  Mauritius  sugar  industry  is  keenly  aware  of  the  difficult  task 
faced  by  this  committee  in  the  reconciliation  of  competing  claims 
for  quota  shares  allotted  to  foreign  suppliers.  We  strongly  endorse 
the  committee's  suggested  guidelines  and  we  are  happy  to  place  the 
case  for  Mauritius  before  the  committee  and  your  staff  on  the  basis 
of  these  criteria. 

Before  responding  to  these  guidelines,  permit  us  to  state  for  the 
record  that  we  endorse  enthusiastically  the  joint  statement  of  Mr. 
Poage  and  Mr.  Wampler  of  January  30,  1974,  upon  the  introduction 
of  H.K.  12525.  As  a  foreign  supplier,  we  share  the  view  that  the  U.S. 
Sugar  Act  has  functioned  well  for  all  participants. — ^U.S.  producers, 
U.S.  consumers,  and  foreign  suppliers  as  well.  Like  most  other 
foreign  producers,  Mauritius  looks  forward  to  continuing  to  be  a 
reliable  and  dependable  supplier  to  the  U.S.  market  consistent  with 
the  needs  of  the  United  States,  Mauritius'  status  as  the  ninth  largest 
sugar  exporter  in  the  world,  and  as  an  exporter  that  has  never  de- 
faulted on  a  supply  contract  in  over  300  years  of  marketing  its  sugar. 

I.  THE  MAURITIUS  CASE  FOR  A  U.S.  SUGAR  QUOTA 

Mauritius  is  an  independent  country  within  the  British  Common- 
wealth and  a  member  of  the  United  Nations  Organization.  The 
policy  of  its  government  is  one  of  democratic  freedom  and  social 
justice  in  close  association  with  the  Western  World. 

It  has  a  long  and  unbroken  record  of  friendly  relations  with  the 
United  States  and  based  upon  its  performance  to  date  under  the 
1971  Sugar  Act,  it  believes  it  is  justified  in  requesting  an  annual 
U.S.  sugar  quota  of  100,000  tons. 

Background  information  on  the  geography,  history,  political  and 
strategic  importance  of  Mauritius  and  the  economy  of  the  counti7 
is  discussed  in  Annex  A  -s^hich  is  at  the  conclusion  of  my  statement 
(See  p.  818.) 

Mauritius  is  essentially  a  sugar  island.  It  has  no  mineral  resources 
and  its  economy  is  exclusively  based  on  agriculture  and  agricultural 
industries,  predominantly  sugar.  Approximately  215,000  acres,  or 
46.5  percent  of  its  total  area,  are  devoted  to  the  cultivation  of  sugar. 
Of  the  total  land  under  cultivation  95  percent  is  in  cane  production. 
Sugar  is  not  only  Mauritius'  largest  foreign  exchange  earner,  rep- 
resenting approximately  91  percent  of  the  total  value  of  its  annual 
export  trade,  it  is  also  the  largest  employer  of  labor.  The  number  of 
workers  employed  directly  in  the  sugar  industry  is  approximately 
72,000,  or  about  30  percent  of  the  working  population. 

The  industry  is  owned  and  controlled  almost  exclusively  by  local 
shareholders.  Furthermore,  about  45  percent  of  the  total  area  under 
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sugarcane  is  owned  and  cultivated  by  some  30,000  small  farmers,  the 
balance  being  in  the  hands  of  18  local  companies  and  one  overseas 
company.  One  mill  is  wholly  owned  by  the  government.  All  th6se 
except  two  are  public  companies  or  corporations  and  they  own  the 
21  mills  that  grind  the  cane. 

The  well-being  of  most  of  tlie  other  industries  on  the  island  is 
directly  related  to  the  fortmies  of  the  sugar  industry,  since  sugar 
directly  accounts  for  about  one-third  of  the  country's  national  in- 
come. Government  revenue  depends  principally  on  sugar  production 
through  direct  and  indirect  taxation,  including  a  recently  increased 
ad  valorem  duty  of  9  percent  on  sugar  exports  and  a  new  sugar 
milling  tax  of  more  than  $3.25  per  ton  of  sugar  produced. 

The  population  is  approximately  825,000,  or  more  than  1,100  per- 
sons per  square  mile,  one  of  the  most  densely  populated  agricultural 
areas  of  the  world.  Mauritius  faces  the  problem  of  having  to  provide 
a  living  for  its  unusually  large  population  on  the  produce  of  less 
than  one-third  of  an  acre  of  cultivable  land  per  head. 

Sugar  is  the  only  crop  which,  over  many  years,  has  proved  its 
ability  to  meet  the  climatic  conditions  and  the  economic  needs  of 
this  growing  country,  although  many  attempts  have  been  made  since 
the  early  days  of  the  18th  century  to  diversify  the  economy.  Sugar 
production  reached  a  peak  in  1973  when  the  output  totalled  838,768 
short  tons  raw  value.  The  average  production  per  annum  over  the 
past  5  years  (1969-1973)  was  over  764,000  tons.  Given  favorable 
weather  and  growing  conditions^  and  without  any  increase  in  the 
area  now  under  cultivation,  it  is  reasonable  to  expect  a  normal 
annual  crop  of  about  800,000  tons  with  plans  now  underway  to  ex- 
pand production  to  an  annual  average  of  1  million  tons  by  1980.  On 
the  basis  of  the  1973  crop  of  838,768  tons  Mauritius'  statistical  posi- 
tion by  the  end  of  the  year  was  as  follows : 

WHS 

(a)  Supplies:  ^^^^ 

Carryover  stocks  (1.1.1973) 216,445 

Production,  1973 838,  768 

Total  supplies 1, 055, 213 

(b)  Outlet: 

Special  arrangements  (United  Kingdom  and  United  States) 494, 033 

World  markets 320,  372 

Domestic  consumption 41, 317 

Total  outlets ^ 855, 722 

Like  other  countries  Mauritius  depends  upon  a  remunerative  price 
for  its  sugar  exports.  No  sugar  producer  in  the  world  would  be 
able  to  make  a  living  by  always  selling  all  of  its  product  at  the  so- 
called  world  sugar  price  which  is  subject  to  sharp  fluctuation  and 
which  during  8  of  the  past  12  years  has  been  below  the  cost  of 
production.  While  the  world  price  has  for  most  of  the  time  exceeded 
the  U.S.  domestic  price  during  the  past  15  months,  most  foreign  sup- 
pliers prefer  to  sell  their  sugar  at  stable  prices  in  reliably  secure 
markets.  Of  the  amount  of  sugar  produced  in  the  world,  about  87 
percent  is  sold  and  consumed  under  some  form  of  special  arrange- 
ment which  provides  an  assured  outlet  at  a  remunerative  price;  only 
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some  13  percent  is  sold  "freely"  at  the  so-called  world  market  price. 
In  the  case  of  Mauritius  more  than  40  percent  of  its  sugar  output 
has  to  be  sold  at  the  world  price,  which  is  a  much  higher  proportion 
than  the  worid  average. 

Mauritius  is  a  small  developing  country  in  need  of  foreign  ex- 
change from  its  one  basic  export  commodity,  sugar.  Its  dependence 
on  sugar  exports  is  the  highest  in  the  world.  It  is  a  long  established 
and  highly  efficient  producer  and  exporter  of  sugar.  It  is  now  the 
ninth  largest  world  exporter  of  sugar,  but  its  present  statutory 
share  of  the  U.S.  sugar  market  expressed  as  a  proportion  of  its 
total  sugar  exports  is  one  of  the  lowest  of  all.  It  amounts  to  only  3.8 
percent,  or  5.5  percent  when  "first  come  first  served"  supplies  are 
included. 

COMMITTEE  GTJtDELINES 

1.  "Reasons  for  desiring  to  continue  participation  in  the  U.S.  sugar 
program." 

There  are  two  major  reasons  why  Mauritius  desires  to  continue 
to  participate  in  the  U.S.  sugar  program.  First,  Mauritius  has  tradi- 
tionally sought  long  term  special  arrangements  for  the  marketing 
of  its  sugar  as  evidenced  by  Mauritius'  participation  in  the  Com- 
monwealth Sugar  Agreement.  The  Mauritius  quota  under  the  CSA 
represented  75  percent  of  the  island's  production  in  1952:  that 
percentage  fell  to  56  percent  in  1972  and  54  percent  in  1973.  This  is 
the  direct  result  of  the  fact  that  production  increased  by  more  than 
50  percent  in  the  last  20  years  while  the  guaranteed  quota  increased 
by  only  8  percent. 

As  a  developing  nation  so  completely  dependent  upon  sugar  ex- 
ports for  its  foreign  exchange,  it  is  clear,  therefore,  that  Mauritius 
has  more  to  gain  in  the  long  run  by  selling  to  reliable  markets  at 
:  stable  prices  than  relying  upon  the  historic  vagaries  of  the  world 
market. 

Second,  Mauritius  has  a  long  and  friendly  history  of  commercial 
trade  with  the  United  States  which  it  desires  to  expand.  It  is  anxious 
to  buy  more  United  States  goods  particularly  now  as  it  begins  to 
retool  its  sugar  producing  facilities,  but  it  can  only  do  so  if  it  is 
permitted  to  sell  more  sugar  to  the  United  States.  [See  Tabels.  1  and 
2  following  Annex  A.] 

2.  "Performance  record  for  the  past  two  years  (1972-73)  under 
existing  U.S.  Sugar  Act,  including  a  statement  of  the  extent,  if  any, 

-of  paiticipation  in  all  USDA  quota  actions  and  a  reaffirmation— 
(for  the  record) — of  the  country's  commitment  to  fulfill  their  current 
final  adjusted  quota  for  1974  to  the  U.S.  market." 

In  its  300  years  of  producing  sugar,  Mauritius  has  never  defaulted 
on  a  contract.  In  the  few  short  years  it  has  supplied  the  U.S.  market, 
Mauritius  has  demonstrated  not  only  that  it  is  a  dependable  source 
of  supply,  but  that  it  stands  ready  and  willing:  to  help  satisfy  the 
needs  of  the  United  States  during  critical  periods  of  short  supply, 
even  though  higher  prices  could  be  obtained  elsewhere.  This  was 
precisely  the  situation  in  1962  and  1963  and  again  in  1972-74.  In 
1962-63  Mauritius  supplied  a  total  of  80,000  tons  of  sugar  even 
4;hough  it  had  received  no  statutory  allocation  under  the  1962  Sugar 
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Act.  In  1972-74,  Mauritius  supplied  a  total  of  over  118,000  tons 
K)f  sugar  with  a  total  statutory  guota  of  90,000. 

Under  the  1971  Act  Mauritius'  U.S.  quota  was  increased  from 
15,000  to  30,000  tons;  we  believe  Mauritius'  performance  record  has 
forcefully  demonstrated  its  reliability  as  a  dependable  supplier  to 
the  U.S.  market.  For  example: 

In  1972,  when  the  USDA  suspended  limitations  on  quotas  during 
the  first  half  year,  Mauritius  accelerated  a  19,000  tons  shipment  to 
the  first  quarter  and  shipped  the  balance  of  its  quota  (11,000  tons) 
duriQg  the  third  quota  to  satisfy  fully  the  USDA  requirements. 

In  1973,  at  the  specific  request  of  the  USDA,  Mauritius  agreed 
to  sliip  the  whole  of  its  quota  in  the  first  quarter  of  the  year.  In 
October,  1973,  when  the  USDA  called  for  additional  supplies  on 
a  "first -come,  first-served"  basis,  Mauritius  immediately  diverted 
one  cargo  (13,745  tons)  to  the  United  States  that  was  already  afloat 
en  i^oute  to  Canada.  When  a  second  call  was  issued  for  "first-come, 
fii*st-served"  supplies,  Mauritius  again  responded  affirmatively  but 
its  application  was  not  taken  up.  ^ 

In  1974,  when  the  USDA  made  its  initial  "first-come,  first-served" 
allocation,  Mauritius  promptly  arranged  to  ship  a  full  cargo  to  help 
meet  U.  S.  requirements.  Mauritius  has  also  reaffirmed  to  the  U.S. 
Government  its  commitment  to  fulfill  her  current  statutory  quota 
(30.000  tons)  to  the  U.S.  market.  The^e  actions  were  taken  pursuant 
to  Mauritius'  long-standing  policy,  that  precedence  should  be  given 
to  a  firm  long  term  agreement  for  a  secure  market  at  fair  prices 
rather  than  to  immediate  financial  advantages  for  the  supplier. 

Thus,  Mauritius'  performance  under  the  1971  U.  S.  Sugar  Act  can 
be  summarized  as  follows : 


Year 

U.S.  statu- 
tory quota 

Additional 

U.S. 

shipments 

Shipped  to 
United  States 
at  price  below 
world  market 

1972 

30,428 

2,611 
13,745 
12,320 

28,676 

Yes. 

1973 

29,578 

Yes. 

1974 

30,000 

Yes. 

Total 

90,006 

3.  "Assurance  for  continued  priority  performance  in  the  future  to 
the  U.S.  market,  including  both  quota  amounts  as  well  as  additional 
su^ar  which  might  be  rexiuested  during  periods  of  short  supply." 

The  policy  of  Mauritius  is  to  give  precedence  to  long  term  ar- 
rangements for  secure  markets  at  remunerative  prices  over  short  term 
advantages  or  gains. 

In  conformity  with  this  policy,  Mauritius  stands  ready,  willing 
and  able  to  continue  to  help  meet  U.  S.  sugar  requirements  on  a 
priority  basis.  Based  upon  its  performance  to  date,  its  projected 
production  capacity  of  no  less  than  800,000  tons  annually,  its  unique 
dependence  on  sugar  exports,  and  lastly  its  status  as  the  ninth  largest 
^orld  sugar  exporter,  Mauritius  believes  its  U.S.  statutory  quota 
should  be  raised  to  100,000  tons. 


^AU  1972-74  U.S.  shipments  referred  to  hereinabove  were  at  prices  below  the  world 

market. 
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In  addition,  Mauritius  will  continue  to  be  prepared,  as  it  has  been 
in  the  past,  to  make  such  additional  shipments  to  the  United  States 
which  might  be  requested  during  periods  of  short  supply.  Depending 
upon  the  timing  of  such  requests,  this  could  mean  no  less  than  addi- 
tional tonnage  of  approximately  30,000  tons. 

4.  "Performance  capability,  including  willingness  to  set  aside  re- 
serves for  U.S.  market,  ability  to  make  timely  shipments,  current 
production  and  shipping  capability,  and  plans  within  the  next  5 
years  for  expansion  of  production,  processing,  loading  and  storage 
facilities  (i.e.,  a  detailed  explanation  and  evaluation  of  the  countr}''S 
existing  sugar  industry  and  its  future)." 

Production  of  sugar  in  Maruitius  has  been  increasing  st^eadily 
over  the  years,  mainly  through  improved  efficiency.  Cane  and  sugar 
production  over  the  last  5  years  averaged  10  percent  more  than 
during  the  first  half  of  the  last  decade.  A  record  production  of 
802,000  tons  was  achieved  in  1972  and  this  was  far  exceeded  in  197^ 
when  an  output  of  839,000  tons  was  recorded.  The  1974  crop  is  ex- 
pected to  reach  800,000  tons.  As  domestic  consumption  is  very  small 
(41,000  tons)  and  commitments  under  the  Commonwealth  Sugar 
Agreement  amount  to  only  451,000  tons,  the  balance  of  production 
is  available  for  export  to  any  other  markets. 

The  national  5  Year  Development  Plan  provides  for  the  develop- 
ment of  sugar  production  so  that  it  will  reach  1  million  tons  in  1980. 
This  is  expected  to  be  achieved  through  improvement  in  the  yields 
of  small  farmers,  the  introduction  of  better  cane  varieties,  extension 
of  irrigation  facilities  in  drier  areas  and  improved  harvesting  and 
milling  efficiency.  In  1972-73,  the  Sugar  industry  commissioned  an 
American  firm  of  Management  Consultants,  Messrs.  McKinsey  & 
Co.  Inc.,  to  make  a  study  of  the  industry  and  to  advise  it  on  the  role 
which  the  sugar  industry  should  play  in  the  economy  of  Mauritius 
and  on  the  objectives  which  it  sliould  set  for  itself  during  the  current 
decade.  The  McKinsey  reports  lists  a  series  of  recommendations,  now 
in  the  course  of  implementation,  which  are  designed  to  achieve  the 
target  set  out  in  the  develo])ment  plan. 

Sine  Mauritius  is  even  now  the  ninth  largest  world  exporter,  it 
has  a  considerable  number  of  cargoes  afloat  on  the  high  seas  at  the 
same  time  and  mostly  in  the  direction  of  the  West.  Because  of  this, 
Mauritius  can  divert  cargoes  at  any  time  to  any  destination  and  can 
thus  effect  timely  sliipments  to  the  United  States.  All  the  si^ar 
produced  in  diflFerent  parts  of  the  island  are  transported  daily  to 
the  warehouses  situated  in  the  docks  in  the  harbour,  where  it  is 
stored ;  sugar  can  thus  be  loaded  directly  into  ships  in  harbour  with- 
out delay.  Storage  and  loading  facilities  in  the  harbour  are  provided 
by  two  dock  companies  and  are  quite  ample.  Plans  are  under  study 
for  the  enlargement  of  these  facilities  and  for  the  construction  of  a 
silo  to  match  the  increased  production  forecast  for  the  end  of  the 
decade. 

Mauritius'  present  and  anticipated  future  production  will  thus  be 
more  than  adequate  to  meet  the  quota  wliich  it  is  requesting  of 
100,000  short  tons  per  annum.  Moreover,  if  this  quota  is  allotted 
to  Mauritius,  it  will  still  have  the  productive  ability  and  reserves  to 
supply  additional  sugar  to  the  U.S.  market  if  again  called  upon  to 
do  so  during  critical  periods  of  short  supply. 
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Even  discounting  future  production  increases,  Mauritius'^  annual 
production  is  currently  800,000  short  tons  raw  value.  Present  com- 
mitments under  contract  amount  to  451,000  tons  under  the  Common- 
wealth Sugar  Agreement;  the  domestic  market  takes  about  41,000 
tons,  leaving  an  available  balance  of  308,000  tons.  If  Mauritius  had 
a  U.S.  quota  commitment  of  100,000  tons,  the  surplus  would  be  re- 
duced to  208,000  tons,  or  26  percent  of  total  production. 

Another  factor  which  reflects  Mauritius'  ability  to  supply  sugar 
is  that  all  Mauritian  sugar  is  marketed  through  the  Mauritius  Sugar 
Syndicate,  a  nonprofit  organization,  incorporated  by  state  law,  which 
coordinates  sales  on  behalf  of  all  growers  and  sugar  manufacturers. 
By  having  a  single  entity  that  pools  all  the  island's  sugar,  Mauritius 
insures  that  the  country  can  respond  rapidly  and  efficiently  to  the 
needs  of  importers  in  other  countries. 

Under  the  lapsed  International  Sugar  Agreement,  Mauritius  had 
agreed  to  carry  a  reserve  stock  in  case  of  need  in  time  of  short 
supply.  On  the  understanding  that  Mauritius  claim  for  a  quota  of 
100,000  tons  to  the  U.S.  market  were  to  be  agreed,  Mauritius  would 
be  willing  and  prepared  to  carry  reserve  stocks  for  the  U.S.  market 
to  provide  additional  sugar  in  case  of  need.  Mauritius  would  be  will- 
ing to  set  aside  no  less  than  4  percent  of  its  total  production  for 
such  a  reserve. 

5.  "A  description  of  other  actual  or  expected*  special  arrangement 
commitments  of  the  foreign  supplier  during  the  next  5-year  period 
(whether  or  not  they  are  prefei'ential  markets,  bilateral,  or  multi- 
lateral commitments,  including  plans  for  participation  in  the  world 
market.)" 

Apart  from  the  United  States,  the  only  other  special  arrangement 
commitment  of  a  similar  nature  entered  into  by  Mauritius  is  the 
Commonwealth  Sugar  Agreement.  Under  the  terms  of  that  agree- 
ment, Mauritius  is  bound  to  supply  to  the  United  Kingdom  during 
1974  a  quantity  of  451,000  tons  of  sugar  at  a  price  of  about  $108 
which  was  fixed  by  negotiation  between  the  parties  in  1971.  A  special 
additional  payment  of  about  $42  per  ton  will  be  made  on  1974  ship- 
ments to  cover  increased  costs.  The  Commonwealth  Sugar  Agreement 
is  due  to  expire  at  the  end  of  1974  and  discussions  are  going  on 
with  the  European  Economic  Community  on  the  implementation  of 
protocol  22  of  the  Treaty  of  Accession  of  Great  Britain  to  the  Com- 
munity. The  protocol  states  that  "the  Community  will  have  as  its 
firm  purpose  the  safeguarding  of  the  interests  of  all  the  countries 
referred  to  in  the  protocol  whose  economies  depend  to  a  considerable 
extent  on  the  export  of  primary  products,  and  particularly  of  sugar. 
The  question  of  sugar  will  be  settled  within  this  framework,  bearing 
in  mind,  with  regard  to  expoi-ts  of  sugar,  the  importance  of  this 
product  for  the  economies  of  several  of  the  countries  and  of  the 
Commonwealth  countries  in  particular." 

The  discussions  which  are  going  on  in  reference  to  the  implementa- 
tion of  this  protocol  have  not  so  far  resulted  in  an  agreement  cov- 
ering tonnages  to  be  exported  to  the  Community,  prices  to  be  paid 
for  such  tonnages,  and  the  duration  of  such  an  arrangement. 

The  only  other  traditional  market  to  which  Mauritius  exports 
snjjjar  is  Canada.  Canada  does  not  in  any  way  constitute  a  "special 
arrangement"  market  since  it  buys  sugar  annually  at  prices  related 
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to  the  world  price — to  which  a  preference  is  added — and  the  quan- 
tities sold  to  it  are  not  subject  to  long-term  agreement. 

Thus,  during  the  next  5  years,  Mauritius  hopes  to  be  able  to  market 
its  annual  sugar  production  as  follows :  450,000  plus,  European  Eco- 
nomic Community;  100,000  plus,  United  States;  45,000,  domestic^ 
consumption;  and  205,000,  world  market — including  Canada. 

6.  "A  brief  explanation  of  the  nature  of  the  country's  sugar  in- 
dustry and  how  it  functions  including  the  extent  to  which  benefits^ 
in  the  industry  are  shared  by  sugar  farmers  and  workers." 

The  structure  of  the  Mauritius  sugar  industry  is  such  that  workers 
and  small  farmers  are  prime  beneficiaries  of  the  revenue  produced 
by  sugar  exports. 

About  45  percent  of  the  total  area  under  sugarcane  is  owned 
and  cultivated  by  some  80,000  small  farmers.  The  balance  is 
owned  by  18  local  companies  and  one  overseas  company.  All  but  two 
of  these  companies  are  public  companies  or  corporations  and  they 
own  20  of  the  21  mills  that  grind  the  cane.  One  company  is  wholly 
owned  by  the  Government. 

The  sugar  output  of  the  various  mills  becomes  the  property  of  the* 
Mauritius  Sugar  Syndicate,  which  is  the  sole  marketing  agency  for 
sugar  in  Mauritius.  The  Sugar  Syndicate  pools  all  its  receipts  from 
sales  made  to  the  various  markets,  including  the  U.S.  market,  and 
after  deducting  marketing  expenses,  taxes,  and  levies,  pays  the  en- 
tire net  receipts  to  all  the  producers  and  millers  pro  rata  to  their 
shares  in  the  production  of  sugar.  Under  Mauritius  law,  growers 
are  entitled  to  a  minimum  of  71  percent  of  the  sugar  recovered  from 
their  canes,  the  balance  of  29  percent  to  the  millers  in  return  for 
the  cost  of  processing  cane  into  sugar.  Moreover,  in  years  when 
the  crop  and/or  prices  are  good,  growers  are  entitled  to  a  further 
share  of  the  proceeds  over  and  above  71  percent.  This  share  is  estab- 
lished on  the  basis  of  a  formula  which  guarantees  growers  two- 
thirds  of  any  surplus  left  after  millers  have  received  a  fixed  return 
on  their  invested  capital.  Thus,  the  proportion  given  to  the  growers 
is  the  highest  in  the  world.  Furthermore,  each  sugar  company  and 
each  individual  grower  receive  the  same  price  for  their  sugar  and 
partake  pro  rata  in  the  proceeds  from  sales  made  to  the  United 
States,  to  the  United  Kingdom  and  to  the  world  market  A  gradu- 
ated export  tax  on  sugar  is  levied  in  such  a  manner  that  the  smaller 
grower  is  exempted  and  the  larger  grower  pays  proportionately  more 
in  relation  to  his  production.  The  tax  is  paid  at  the  full  rate  of  9 
percent  by  the  miller-grower.  Thus  the  effective  benefits  derived 
from  sugar  sales  are  proportionately  higher  for  the  smaller  grow- 
ers. Furthermore,  the  growers  are  wholly  exempt  from  a  milling  tax 
of  $3.25  per  ton  of  sugar  produced  which  is  paid  solely  by  thfr 
miller  from  his  receipts  as  a  miller  and  miller-grower. 

About  40  percent  of  the  total  proceeds  derived  from  sugar  sales^ 
are  used  for  the  payment  of  wages  and  salaries  and  participatiott 
bonuses.  Between  1970  and  1974,  the  industry's  wage  and  salary  bill 
— ^which  represents  over  half  of  the  cost  of  production — increased 
by  85  percent,  which  excludes  expected  additional  increases  durinff 
the  year. 
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A  Labour  Welfare  Fund  established  by  law  is  financed  by  a  levy 
which  is  equivalent  to  just  under  1  percent  of  the  ^oss  proceeds 
of  all  sugar  exports.  The  Fund  provides  various  benefits  and  facili- 
ties to  laborers  employed  in  the  industry.  Furthermore  workers  are 
protected  by  wide-ranging  legislation  which  assures  reasonable  wages 
and  extensive  benfits,  and  the  provision  of  conditions  of  employ- 
ment. Wage  rates  and  conditions  of  employment  are  fixed  by  law 
upon  advice  from  a  Wages  Council  based  upon  submissions  by  trade 
unions  and  employers.  The  law  also  j)rovides  for  security  of  employ- 
ment, medical  and  retirement  benefits,  et  cetera,  as  a  charge  against 
the  employer.  A  Sugar  Industry  Pension  Fund,  to  which  employers 
and  employees  contribute,  provides  pension  benefits  to  employed 
workers  and  employees. 

The  Government  of  Mauritius  derives  a  significant  amount  of  its 
revenues  from  direct  taxes  on  the  sugar  industry.  It  levies  a  gradu- 
ated ad  valorem  tax  rising  to  9  percent  on  the  gross  proceeds  of 
sugar  exports;  an  export  tax  of  5  percent  on  molasses  and  a  milling 
tax  of  $3.25  per  ton  of  sugar  processed,  for  general  revenue  pur- 
poses. In  addition,  a  company  tax  of  55  percent  is  levied  on  undis- 
tributed profits;  distributed  profits,  in  the  form  of  dividends,  are 
taxed  in  the  hands  of  the  recipients  at  rates  varying  between  23 
percent  and  92  percent.  The  latter  rate  is'  payable  on  taxable  in- 
comes exceeding  $9,000.  The  Grovernment  also  enjoys  all  the  profit 
made  by  its  wholly  owned  sugar  company.  Of  the  total  revenue  re- 
ceived by  the  Government,  the  sugar  industry  provides  well  over 
one- third.  Of  the  total  expenditures  made  by  the  Government,  ap- 
proximately 40  percent  are  made  on  health,  education,  and  welfare. 

Dividends  distributed  by  sugar  companies  over  the  year  1970  to 
1972  have  averaged  $4.8  million  per  annum  over  average  gross  pro- 
ceeds of  $83.1  million,  that  is,  5.8  percent.  In  fact,  pre-tax  and  pre- 
dividend  profits  have  averaged  only  8.7  percent  of  capital  employed 
in  the  industry  over  the  period  stated.  Dividends  are  shared  by  a 
considerable  number  of  small  shareholders.  Company  profits  are  not 
only  reinvested  in  the  industry,  but  are  also  invested  in  other  activi- 
ties intended  to  benefit  the  country  at  larsje  through  the  creation  of 
industries  which  provide  employment  and  export  earnings.  For  ex- 
ample, the  sugar  industry  finances  and  operates  one  of  the  largest 
tea  factories  in  the  world  under  a  Government-sponsored  and  World 
Bank-financed  Tea  Development  Scheme.  In  recent  years,  the  sugar 
industry  has  invested  in  the  expansion  of  tourist  ^facilities  and  in 
local  and  export  oriented  industries. 

In  short,  through  direct  earnings,  statutory  participation  in  the 
proceeds  of  sugar  exports,  recently  increased  wages  for  all  workers 
and  in  the  expenditures  by  the  Government  of  monies  derived  f i^om 
taxes  on  milling  and  sugar  expoits,  the  workers  and  small  growers 
are  the  ones  who  have  the  greatest  stake  in  the  health  and  pros- 
perity of  the  Mauritius  sugar  economy.  They  will  be  the  prime 
beneficiaries  of  increased  participation  in  the  U.S.  sugar  market 
as  requested  by  Mauritius. 

7.  "Attitude  of  foreign  supplier  government  toward  the  United 
States  and  record  of  treatment  of  U.S.  citizen's  interests  and  prop- 
erty within  the  country." 
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Mauritius  has  had  a  long  and  unbroken  record  of  friendly  rela- 
tions with  the  United  States.  In  May   1974,  Congress  appointed 
William  Macarty,  who  had  come  to  Mauritius  some  years  before 
as  commercial  agent,  to  act  as  consul.  In  the  3  years  after  his  arrival, 
over  100  American  trading  ships  stopped  at  the  island.  A  format 
consulate  was  maintained  in  Mauritius  between  1844  and  1911.  This 
consulate  was  reopened  in  1967.  It  was  raised  to  the  level  of  aa. 
Embassy  in  1968,  thes  ame  year  in  which  Mauritius  established  its 
Embassy  in  Washington. 

Mauritian  leaders  have  visited  the  United  States  on  a  number  of 
occasions  since  1968.  The  Prime  Minister  was  received  by  the  last 
two  Presidents  of  the  United  States,  and  has  discussed  various 
topics  of  mutual  interest  with  several  Secretaries  of  State.  In  De- 
cember 1973,  the  Prime  Minister  received  the  Human  Eights  Award 
of  the  United  Nations  Organization  at  a  special  ceremony  at  the 
United  Nations  in  New  York. 

The  Mauritius  Government  has  demonstrated  its  friendship  with 
the  Government  of  the  United  States  in  a  number  of  concrete  ways. 
Mauritius  has  allowed  various  facilities  to  be  set  up  on  the  island 
in  connection  with  U.S.  space  projects.  U.S.  military  aircraft  are 
afforded  various  privileges  at  Plaisance  Airport  and  the  island  is 
used  as  an  air/sea  rescue  station.  (See  Annex  A.)  Facilities  have 
also  been  granted  to  a  U.S.  scientific  team  collecting  data  on  the 
magnetic  attraction  of  the  earth  under  the  l^S.  magnet  project.  The 
Government  of  Mauritius  has  also  authorized  the  U.S.  Government 
to  establish  and  operate  a  station  for  making  geodetic  satellite  ob- 
servations from  Mauritius. 

Mauritius  also  agreed  to  exempt  from  taxes  and  customs  duties 
all  property  imported  by  the  U.S.  Government  or  its  contractors,  or 
by  the  personnel  of  either,  for  use  in  the  program. 

Mauritius  in  no  way  discriminates  against  U.S.  citizens,  corpora- 
tions or  their  property.  No  question  of  indemnification  for  property 
expropriated  from  U.S.  citizens  has  ever  arisen,  because  no  prop- 
erty of  U.S.  citizens  has  ever  been  expropriated. 

tJ.  S.  businesses  have  been  encouraged  to  make  investments  in  the 
Mauritian  economy.  For  example,  American  interests  own  59  percent 
of  the  captal  of  the  Mauritius  Fertilizer  Co.,  a  manufacturer  of 
<x>mpound  fertilizers  with  an  annual  production  of  100,000  tons. 
Recently,  the  Mauritius  Government  renewed  its  exclusive  conces- 
sion to  Texaco  Inc.  for  continued  oil  exploration  in  Mauritius'  80,000 
square  miles  of  offshore  territory.  American  interests  own  a  sub- 
stantial share  of  a  new  beach  resort  hotel  on  the  West  Coast  of  the 
island,  and  The  First  National  City  Bank  of  New  York  has  opened 
an  office  this  year  in  Port  Louis,  to  service  the  increasing  American 
investment  in  Mauritius. 

When  Mauritius  became  an  associate  member  of  the  European 
Economic  Community  through  the  Yaounde  Convention  in  1973  it 
took  the  opportunity  of  the  changes  which  had  to  be  made  to  her 
tariffs  to  extend  to  the  United  States  of  America  the  same  tariff 
preferences.  This  shows  the  measure  of  Mauritius'  wish  to  increase 
the  cordiality  of  her  relations  with  America:  it  was  the  first  EEC 
associate  country  to  take  such  an  initiative. 

8.  "World  market  sales  for  the  past  three  years." 
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Sales  made  by  Mauritius  to  the  world  market  over  the  last  3  years 
re  as  follows : 


STRV 


Destination  1971  1972  1973 


lada 

181,105 

152,364 

224,968 

jan    

11.434 

mion.. 

236  ... 

9,422 

ited  Kingdom 

laysia 

15,  578 
29,381 
14,719 
11,942  ... 

14,942 

Jm.:. 

14,780. 

n 

14,668 

igladesh 

onesia __ 

14. 720 

nen      

&  667 

ith  Vietnam 

14,941 

I) 

13,481 

chalies 

24 

Total 

192,775 

233.406 

318, 186 

All  the  above  tomiages  represent  the  surplus  left  after  providing 
►r  domestic  consumption  (about  41,000  tons),  the  negotiated  price 
iota  to  the  United  Kingdom  (451,000  tons)  and  the  U.S.  statutory 
iota  and  adjustments  made  to  it. 

9.  Status  of  Foreign  Supplier's  Domestic  Consumption 

Total  domestic  consumption  over  the  past  3  years  has  averaged 
x)ut  41,000  tons  annually.  This  represents  about  5  percent  of  total 
roduction.  It  is  expected  that,  due  to  the  rise  in  population,  the 
mual  total  in  the  next  5  years  will  reach  about  45,000  tons. 
The  population  of  Mauritius  now  stands  at  825,000,  so  that  con- 
imption  per  capita  is  of  the  order  of  99  pounds,  which  is  the 
ighest  figure  for  Africa  and  Asia  and  one  of  the  highest  when 
)mpared  with  industrialized  countries.  It  is  not,  therefore,  expected 
lat  domestic  consumption  will  absorb  any  significant  amount  of 
[auritius'  production  nor  contribute  in  any  material  way  to  its 
ionomy. 

10.  A  Brief  Social  and  Economic  Profile  of  the  Foreign  Supplier 
'ountry.  Including  its  Dependence  on  Sugar  as  a  Source  of  Foreign 
Exchange,  Its  Need  for  Economic  Development,  and  the  Importance 
f  a  Program  Market  in  the  United  States. 

The  social  economic  profile  of  Mauritius  is  fully  outlined  in  part 
i  of  Annei  A. 

Mr.  Chairman,  that  concludes  my  testimony.  I  would  at  this  mo- 
nent,  if  I  might,  take  the  privilege  to  introduce  to  the  committee 
he  very  distinguished  Ambassador  from  Mauritius  to  the  United 
States  who  is  in  America  today,  his  Excellency  Mr.  Guy  Balancy^ 

The  Chairman.  We  are  glad  to  have  you  here,  Mr.  Balancy. 

Thank  you  very  much,  Mr.  Sharon. 

(Annex  A  follows:) 

Annex  A 

Background  Information  on  Mauritius 

a.  geography 

^  Mauritius  ia  an  island  of  volcanic  origin  in  the  Indian  Ocean,  lying  about 
550  miles  east  of  Madagascar  and  about  1,250  miles  east  of  the  African  main- 
^nl  The  dimensions  of  the  i^and   are   approximately   38  miles   in   length 
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(roughly  NortU-SoutU)  and  29  miles  in  width;  its  area  is  alLK^iit  720  square 
miles,  whk'h  Us  J^lightly  more  than  Itl  times  tlie  iirc-ii  of  thp  District  of  Coiuiulla 
and  a  little  uiore  than  i>ne-ho]f  Hie  area  of  Rhode  Island. 

The  Maud  enjoys  a  fairly  temperate  sub'trt>pit!al  climate.  Tenii*eratiirc 
ranges  trtmi  56*  tu  88"  F  and  the  unmial  rainfall  from  about  30  Inehee  on  lln^ 
coasit  to  over  200  inches  in  the  center  f>f  the  i&lainl.  The  climate  and  m] 
of  Mauritius  ure  well  suited  to  tlie  cnltivafcion  of  sngarcane  and  the  i.slatnJ 
in  n  "f^ugar  island'*  to  an  even  i^reater  extent  than  Barhtidos  or  any  Wi-^^l 
Indian  island. 

The  pc>iHdation  is  apprt^ximately  825,000,  or  nujre  than  1,100  i>ec^le  jmt 
square  mile,  one  of  the  highest  population  dens^itJes  of  any  agricultural  areu 
in  the  i\*iorld-  Port  Louis  is  the  caiiital  tm  well  as  the  maiJi  town  and  port  <if 
the  country. 

Mauritiujs  is  a  vital  link  on  the  sen  and  air  routes  to  the  Far  East  anil 
Australia.  She  has  a  goi>d  harbor  which  can  easily  accommodate  i:en  ships  or 
more  and  handle  up  to  eight  of  them  simultaneously.  An  important  harl><>r 
develoimient  sche^me  is  underway  which  will  materiolly  im^rease  aloogyltle 
loading  and  unloading  facilities.  Mauritius  werves  as  an  opera tJoniil  fc!to]i  m 
the  air  rotites  between  Africa,  Australia  and  Asia  and  i«  the  terminus  at 
aeniees  <^ierated  by  Alitalia,  Air  France,  British  Airways  and  Lufthansa  frtfoj 
Europe  aud  Africa:  Ea^t  African  Airways  and  Gambia  Airways  frt>m  Afrif^i: 
Air  India  from  Asya.  H^r  airi>ort  offers  facilitipg  for  large  jets.  The  gi'ovvtli 
Lu  air  traffic  over  tiie  pat^t  ten  yoar?^  has  been  very  great,  necessitating  tlif 
construction  of  a  larger  faoility  to  lie  made  operational  In  the  near  fntura 
This  has  lx*en  dictated  hy  the  rai)id  growth  of  the  tourist  industry  anri  vt 
increased  air  freiglit  needs  by  users  of  the  Export  Processing  Zone. 


B.    HISTQKY 

The  Portuguese  discovered  Mauritius  early  in  tlie  16th  century.  The  islaJid 
was  then  uninhabited,  though  it  was  known  to  the  Aral  is  and  Malays  whci 
had  used  it  for  centuries  as  a  shelter.  The  Dutch  took  posse^asion  of  tlie 
island  iji  15i^  and  named  it  Mauritius  after  Prince  Maurice  of  Xawsnu.  Tip 
Dutch  finally  abandoned  their  attempt  to  settle  the  Island  in  the  early  yeiir;^ 
of  the  18th  century*  ^  more  successful  attempt  at  settlejnent  was  made  hj 
the  French  East  India  Company,  which  later  s«rrendei"ecl  its  adminigstraHfJU 
to  the  French  govermnent.  The  Frenoli  (wcupie<l  the  island,  which  they  called 
lie  de  France,  for  nearly  a  century  and.  established  the  sugar  industry  there. 
During  the  Napoleonic  Wars,  Mauritius  was  the  base  for  raids  on  Britl^li 
ships  in  the  Indian  Ocean,  and  in  1810  the  British  organized  an  exi>editifiri 
which  resulted  in  the  capture  of  the  island.  Mauritius  and  her  deiiendendes 
were  ceded  to  Britain  under  tlie  terms  of  tlie  Treaty  of  Paris  in  1814.  The 
island  was  then  renamL>d  Mauritius  by  tlie  British  and  remained  a  Britisli 
colony  until  1968  when  she  gained  her  independence. 

Because  of  her  geogTaphicai  pnsition  and  natural  harlHir,  Mauritius,  uRtil 
the  middle  of  the  18th  century,  was  utminly  regarded  as  an  important  militar? 
outpost  With  the  opening  of  the  Kuez  Canal  and  the  prtJgre»sive  elimination 
of  sailing  shijis  by  steam  power,  tlie  economy  of  tlie  island  became  nmre 
dependent  im  its  entreiKit  trade  and  its  gradually  developing  sugar  industry 
which,  by  the  end  of  the  10th  century,  was  producing  about  200,000  tons  d 
susar  annually. 

After  having  undergone  a  gradual  and  peaceful  cou^itutional  evolitifi 
over  the  past  20  years,  in  1008  ilauritlus  became  an  indei>endent  coonrry 
within  the  British  Commonwealth  and  a  member  of  the  I'nited  Nationp  "r* 
ganizatifm.  The  main  miles tf^nes  on  the  road  to  independence  were  the  i a' re- 
duction of  the  Cabinet  system  in  19^7  and  universal  adult  suffrage  at  tli"? 
U*50  general  election. 

For  electoral  purposes,  the  country  is  divided  into  21  coustituenciP«  whitli 
elect  a  total  of  70  meml)ers  to  the  T^ejnslative  Assembly.  The  Cabinet,  presltii^^ 
orer  by  a  Prime  Minister,  is  the  supreme  policymaking  body  and  in  respo'i' 
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children  bom  over  the  last  15  years,  the  population  of  Mauritius  will  increase 
from  its  present  825,000  to  approximately  1,000,000  by  1980. 

Sugar  is  the  only  crop  which  over  many  years  has  proved  its  ability  to 
meet  the  economic  needs  of  this  growing  country.  It  is  by  no  accident  that 
sugar  has  come  to  occupy  such  a  large  place  in  the  economy.  Since  the  early 
days  of  French  occupation  many  other  crops  have  been  grown  in  an  effort  to 
diversify  the  economy  of  tlie  island.  None  of  them,  however,  has  been  able 
to  compete  with  sugar  in  respect  to  (a)  resistance  to  cyclones  and  drought, 
(b)  adaptability  to  climate  and  soil,  and  (c)  economic  return.  In  fact,  few 
of  them  have  ever  contributed  more  than  marginally  to  the  economy  of  the 
country,  and  sometimes  for  brief  periods  only. 

It  should  not  be  assumed  that  this  great  dependence  on  sugar  is  welcome  in 
Mauritius.  Despite  the  fact  that  limited,  success  has  been  made  in  the  develop- 
ment of  new  agricultural  crops,  continuing  efforts  have  been  and  are  con- 
stantly being  made  to  achieve  an  increasing  measure  of  crop  diversification. 
Tea  plantations  have  been  developed  in  the  upper  plateau  not  suitable  for 
cane  cultivation  with  the  result  that  in  1973  Mauritius  produced  9  million 
pounds  of  tea.  Experiments  in  rice-growing  continue  under  the  supervision 
and  with  the  help  of  experts  from  Taiwan.  At  the  present  time,  more  than 
one-half  of  tlie  island's  food  supply  is  imported  from  overseas,  including  rice, 
the  staple  food  for  most  of  the  population. 

These  two  crops,  however,  are  mostly  cultivable  in  areas  where  sugar  cane 
is  not  already  grown.  Cultivation  of  food  crops,  such  as  potatoes,  peanuts  and 
corn,  is  also  being  expanded  by  largely  in  the  interlines  of  sugar  cane  so  as 
to  make  double  use  of  the  land  available  in  an  island  where  land  is  a  very 
scarce  resource.  In  the  long  term,  it  may  be  that  a  percentage  of  present 
cane  land  will  gradually  be  turned  over  to  other  crops,  but  no  decrease  in 
sugar  production  should  result  for  the  reasons  explained  above. 

TABLE  1.— U.S.  EXPORTS  TO  MAURITIUS;  1962-73 
[Dollar  amounts  in  millions] 


Year 

Value 

1962 

$1.4 

1963..    .  . 

1.6 

1964 

2.1 

1965.. 

2.3 

1966 

1.3 

1967. 

1.3 

1968 

1.6 

1969 

1.1 

1970 

4.3 

1971 

5.8 

1972 

3.9 

1973 

4.2 

TABLE  2.— MAURITIUS  SUGAR  SHIPMENTS  TO  UNITED  STATES; 

1962-73 

- 

Year 

Shipments 

against 

U.S.  quota 

Special 
shipments 

Shipped 
below 
world  price 

Value 

Percent  of 
total  exports 

1962 

1963 

1S64 

13,474 
66,617 

No 

Yes 

No 

No 

No 

No 

No 

No 

No 

No 

Yes 

Yes 

$1,932,000 
7,227.000 

2.3 

10.0 

1965 

1966 

1967..  .. 

1968 

1969 

1970 

1971 

W72:::;:::: 

1973 

16,141  .. 

17.150  -. 

19.021  .. 

18,278  _. 

17,789  .. 

- 18,250.. 

19.912  .. 

32.611  .. 

- 30,634 

i3;745" 

1,463,000 
1.642.000 
2,240,000 
2.264.000 
2,252,000 
2,356,000 
2.730,000 
4,601,000 
7,091,000 

2.4 
2.6 
3.1 
2.7 
2.6 
2.7 
3.0 
4.4 
5.5 
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In  addition,  a* small  team  of  United  States  personnel  occupies  a  site  near 
Fort  IjOUis  for  conducting  sclendflc  studiea  us  part  of  liie  world-wide  National 
Oeograpiiie  Survej?  Project, 

It  sLould  aljso  be  noted  that  United  States  Navy  Sh!ps  make  periodic 
oi)eraLiuiiai  visits  to  Manritiu-s  and  tliat  United  Estates  military  aircraft  make 
transit  and  refueling  stops  on  an  occasional  basis. 

R   mOONQUT 

Mauritius  has  no  mineral  wealth  of  any  description  and  her  economy  is 
primarily  based  on  agrieulture  and  ag^ricuitural  industrii^,  predominantly 
BUgar,  At  the  present  time,  approximately  215,000  acre^  or  4a.5%»  of  the  total 
ariea  of  the  country,  are  devoted  to  the  eultiyation  of  sugar,  t5Ugar  18  not  only 
Mauritius'  largest  foreign  exchange  earner,  representing  approximately  91% 
oU  tlie  total  value  of  its  annual  export  trade  but  it  is  alsii  the  largest  employer 
of  labor.  The  number  of  workers  employed  directly  in  the  sugar  industry  is 
approximately  72,000  or  over  309b  of  the  working  population.  The  well-beiDg 
of  mo&t  of  the  other  industries  on  the  island  is  directly  related  to  the  fortunes 
of  the  sugar  industry,  blnce  sngar  directly  accounts  for  about  one-thjjd  of 
the  country's  national  Income,  Government  revenue  depends  largely  on  sugar 
prodnctiun  through  direct  and  indirect  taxation,  including  ait  ad  valorem  duty 
of  9%  on  sugar  exports,  a  duty  of  5%  on  the  exports  of  moiasses,  and  a  niilliag 
tax  of  $3.25  per  ton  of  sugar  produced. 

Mauritius  fully  realiaes  that  it  ean  only  improve  the  economic  situation 
of  its  people  by  its  own  efforts.  Thus  tJie  government  and  private  sector  have 
been  anxious  to  diversify  the  economy-  A  certain  measure  of  success  in  this 
directifjn  has  been  achieved  in  recent  years  by  the  creation  of  a  viable 
tourist  industry  and  an  export  procesising  zone,  while  at  tlie  same  time  im£>ort 
sultstitulion  industries  have  not  been  neglected.  Moreover,  manufacturing 
plants  have  been  set  up  to  process  sugar  by-produets  into  hardboard,  alcohol, 
yeast  and  eattle  feed.  Thefie  industries  are  contributing  to  the  creating  tff  new 
employment  opportunities  and  the  development  of  new  skills. 

U,S*  businesses  are  contributing  increasingly  t«  tlie  industrial  development 
of  the  island.  For  exampleT  American  interests  own  50%  of  the  largest  indus- 
trial undertaking  in  the  island — a  fertilizer  complex  tJiat  wfil  supply  all  nf 
Mauritius  agricultural  needs.  HecentlFt  the  Mauritius  government  renewed  its 
exclusive  concession  to  Texaco  Inc.  for  continued  oil  exploration  in  Mauritins' 
80,000  square  miles  of  offshore  territoTy,  American  ctirapanles  have  already 
established  industries  in  Mauritius'  Export  Trocessing,  Zone,  American  jnteresfs? 
own  a  suhstantial  share  of  a  new  b^eh  re^sort  Itotel  on  the  West  Coast  <rf 
tiie  island^  and  the  First  National  City  Bank  of  New  York  has  opened  m 
office  this  year  in  Port  Louis  to  seirice  the  Increasing  American  Investmejit 
in  Mauritius. 

Despite  these  developments  Mauritius  for  the  foreseeable  futui*e  must  atfll 
rely  on  sugar  as  the  backbone  of  its  economy* 

In  recent  years,  sugar  production  has  Increased  even  though  the  amount 
of  acreage  under  cultivation  has  remained  practically  unchanged*  The  in- 
crease in  output  has  been  brought  ahout  by  more  rational  cuJtiyatton  metliods 
and  technological  advancements.  These  advaaces  were  the  result  of  the  work 
of  the  Mauritius  Sugar  Research  Institute,  This  Research  Institute,  wbfeh 
ranks  among  tlie  top  four  in  the  sugar  world,  has  been  responsible  for  many 
advanccfi  in  sugar  cane  technology  and  cane  agronomy  throughout  the  world. 

The  increase  in  sugar  production  is  vitnl  to  the  econouiy  of  Mauritius,  for 
only  by  increasing  sugar  exports  can  Mauritius  expect  to  pay  for  the  food- 
stufTs  and  manufactured  products  it  must  import  in  order  to  maintain  hef 
present  standard  of  living,  let  alone  improve  it 

In  the  immediate  pre-war  period  (103C-1040)  the  natural  increase  in  popTi- 
lation  was  about  one-half  of  one  percent  per  annum.  By  1948  It  had  riseo 
tn  nearly  2%.  and  a  decade  later  it  reached  3%.  As  n  result  of  inten^v^ 
effort.-^  by  government  and  the  private  sector,  the  rate  of  population  increase 
baa  been  reduced  to  just  over  1%.  Nevertheless,   because  of  the  number  <it 
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en  bom  over  the  last  15  years,  the  population  of  Mauritius  will  increase 
its  present  825,000  to  approximately  1,000,000  by  1980. 
ar  is  the  only  crop  which  over  many  years  has  proved  its  ability  to 
the  economic  needs  of  this  growing  country.  It  is  by  no  accident  that 
has  come  to  occupy  such  a  large  place  in  the  economy.  Since  the  early 
rf  French  occupation  many  other  crops  have  been  grown  in  an  eflCort  to 
Ify  the  economy  of  the  island.  None  of  them,  however,  has  been  able 
ipete  with  sugar  in  respect  to  (a)  resistance  to  cyclones  and  draught, 
daptability  to  climate  and  soil,  and  (c)  economic  return.  In  fact,  few 
m  have  ever  contributed  more  than  marginally  to  the  economy  of  the 
7,  and  sometimes  for  brief  periods  only. 

hould  not  be  assumed  that  this  great  dependence  on  sugar  is  welcome  in 
tius.  Despite  the  fact  that  limited  success  has  been  made  in  the  develop- 
of  new  agricultural  cr(^>s,  continuing  efforts  have  been  and  are  con- 
V  being  made  to  achieve  an  increasing  measure  of  crop  diversification, 
lantations  have  been  developed  in  the  upper  plateau  not  suitable  for 
mMvation  with  the  result  that  in  1973  Mauritius  produced  9  million 
3  of  tea.  Experiments  in  rice-growing  continue  under  the  supervision 
ith  the  help  of  experts  from  Taiwan.  At  the  present  time,  more  than 
If  of  the  Island's  food  supply  is  imported  from  overseas,  including  rice, 
iple  food  for  most  of  the  population. 

se  two  crops,  however,  are  mostly  cultivable  in  areas  where  sugar  cane 
already  grown.  Cultivation  of  food  crops,  such  as  potatoes,  peanuts  and 
s  also  being  expanded  by  largely  in  the  interlines  of  sugar  cane  so  as 
ke  double  use  of  the  land  available  in  an  island  where  land  is  a  very 
resource.  In  the  long  term,  it  may  be  that  a  percentage  of  present 
and  will  gradually  be  turned  over  to  other  crops,  but  no  decrease  in 
production  should  result  for  the  reasons  explained  above. 

TABLE  1.-U.S.  EXPORTS  TO  MAURITIUS;  1962-73 
(Dollar  amounts  in  mj||lons| 

sr  Value 


$1.4 
1.6 
2.1 
2.3 
1.3 
1.3 
1.6 
1.1 
4.3 
5.8 
3.9 
4.2 


TABLE  2.— MAURITIUS  SUGAR  SHIPMENTS  TO  UNITED  STATES;  1962-73 


Shipments  Shipped 

against  Special    below 

U.S.  quota        shipments    world  price 


Percent  of 

Value 

total  exports 

$1,932,000 

2.3 

7,227,000 

10.0 

1,463,000 

2.4 

1.642,000 

2.6 

2,240.000 

3.1 

2.264.000 

2.7 

2,252.000 

2.6 

2.356.000 

2.7 

2. 730. 000 

3.0 

4,601.000 

4.4 

7.091.000 

5.5 

13.474  No 

66.617  Yes 

No 

16.141 No 

17.150 No 

19.021 No 

18.278 No 

17,789 No 

18,250 No 

19.912 No 

32,611  Yes 

30.634  13.745  Yes 
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The  Chairman.  Now  Ave  will  hear  Mr.  Robert  C.  Barnard,  who 
will  appear  in  behalf  of  the  Australian  Sugar  Industry. 
Air.  Barnard. 

STATEMENT  OF  ROBERT  C.  BARNARD,  REPRESENTING  THE 
AUSTRALIAN  SUGAR  INDUSTRY 

Air.  Barxard.  Mr.  Chairman,  members  of  the  committee,  I  ap- 
preciate very  nuich  the  opportunity  to  appear  before  you  today  in 
belialf  of  the  Australian  Sugar  Industry.  I  would  like  to  take  this 
occasion  to  introduce  to  the  committee  Mr.  J.  R.  Winders,  who  is 
chairman  of  the  Queensland  Sugar  Board,  the  government  in- 
strumentality which,  under  Queensland  law,  supervises  the  marketing 
of  Australian  raw  sugar. 

We  have  provided  you  with  a  little  brochure  on  the  Australian 
Su^'-ar  Industry,  and  t  have  attached  to  my  statement  a  letter  from 
tlu»  Australian  Ambassador,  which  I  think  may  be  of  interest  also 
to  the  connnittee  in  connection  with  the  points  raised  in  the  press 
release.  [See  p.  >y2^h] 

For  many  years  Australia  has  been  the  largest  exporter  of  sugar 
in  the  free  world;  but  since  1972,  she  has  ranked  second  to  Brazil. 
Australia  is  a  Southern  Hemisphere  cane  raw  sugar  producer,  grind- 
in^jf  over  the  6  months  July  to  December.  The  normal  crop  produces 
fl  million  tons,  of  which  three-fourths  million  tons  is  consunicd 
domestically  leaving  2^,4  million  tons  for  export.  All  figures  used 
arc*  ill  terms  of  short  tons,  raw  value. 

AiiPtralia's  potential  for  e:q)aiision  of  sugar  production  is  sub- 
stantial. The  limit  for  the  foreseeable  future  is  not  availability  of 
suitable  fertile  land,  but  the  viability  of  any  proposed  eayansion- As 
cane  sugar  production  is  a  highly  capital  intensive  induslxyi  with 
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we  rage  life  of  plant  about  20  years,  the  investment,  to  fall  within 
trhe  sphere  of  a  commercial  business  risk,  needs,  in  large  part,  to 
be  underwritten  by  long  term  access  markets  with  assurance  of 
remunerative  returns.  The  ideal  market  is  that  conferred  by  a  quota 
for  at  least  5  years  under  the  current  type  of  U.S.  sugar  program 
as  proposed  in  H.R.  12525. 

A  sizeable  quota  conferred  on  a  reliable  foreign  supplier  under  that 
program  places  in  his  hands  what  leading  merchant  bankers  and 
lending  institutions  describe  as  "a  bankable  assurance."  The  credit 
worthiness  based  on  a  sizable  quota  would  enable  such  a  supplier  to 
proceed  with  confidence  into  meaningful  expansion.  This  points  up 
one  of  the  remarkable  features  of  the  enlightened  U.S.  sugar  pro- 
gram which  leads  to  the  result  that  the  United  States  of  America 
enjoys  the  highest  priority  in  supply  in  times  of  world  shortage  from 
i-eliable  U.S.  foreign  quota  holders. 

Ill  specific  terms,  Australia  is  in  a  position  to  expand  production 
and  to  bring  onstream,  within  5  yeai^s,  an  additional  8  million  tons 
of  sugar  production,  raising  normal  annual  production  from  3  million 
tons  to  6  million  tons.  This  scale  of  expansion  would  involve  the 
erection  of  new  mills;  or 

Within  3  years,  Australia  could  expand  by  11^  million  tons  raising 
tlie  current  normal  level  of  annual  sugar  production  to  41^  million 
tons.  This  scale  of  expansion  would  involve  bringing  into  sugar 
cane  cultivation  some  new  lands,  already  owned  by  existing  cane 
fai-mers  and  adjacent  to  established  mills.  This  scale  of  expansion 
Avould  require  removal  of  capacity-limiting  bottlenecks  in  the  34 
Australian  mills.  New  mills  would  not  need  to  be  erected,  as  most 
Australian  mills  in  handling  current  production  levels  are,  through 
the  cumulative  effect  of  rising  productivity  over  recent  years,  grind- 
ing well  below  the  number  of  weeks  regarded  in  the  industry  as  an 
acceptable  seasonal  norm ;  or 

In  the  shorter  term,  within  2  years,  and  without  any  significant 
modification  to  any  existing  milling  plant,  Australia  can  expand  by 
one-half  million  tons.  The  time  required  to  bring  this  scale  of  ex- 
pansion on  stream  is  the  time  required  to  prepare  the  already  cleared 
land  for  cultivation,  to  sow  and  to  grow  the  crop.  This  small  scale 
of  expansion,  assuming  U.S.  i-equirements  were  confirmed  by  quota 
])y  July /August  1974,  could  be  made  available,  by  Australia,  ear- 
marked for  the  U.S.  market,  for  1976  delivery.  This  is  about  the 
earliest  date  that  any  cane  raw  sugar  producing  country   in  the 
v;oild  could  make  sugar  available  from  expansion  programs  to  the 
r.S.,  or  any  other  market,  and  assumes  that  the  expansion  plans  for 
a  Southern  Hemisphere  country  could  begin  in  July /August  1974. 
Many  basic  commodity  prices  have  touched  record  levels  reflect- 
\ng  a  widespread  imbalance  worldwide  between  supply  and  demand 
and  this  situation  cannot  be  corrected  overall  in  tl^e  short  term.  At 
the  same  time  the  world  is  grappling  with  the  problem  of  inflation 
and  the  need  for  new  currency  agreements  at  a  time  when  prices  for 
f\w\,   fertilizer,   farm  and  mill   machinery   and  other  supplies  are 
soaiing,  and  labor  costs  are  escalating  rapidly. 

It  is  in  this  situation,  unique  in  modem  times,  that  the  U.S.  Con- 
gress is  presently  reviewing  the  operation  of  the  U.S.  sugar  program* 
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Of  Hiose  countries  which  rely  heavily  on  foreign  supplies,  the  TJ-S*^1 
in  planning  for  the  future,  is  now  in  a  unique  position  to  take| 
timely  action  via  the  sugar  program  to  insulate  effectively  the  U*S^ 
refiner  and  consumer  against  interruption  to  the  orderly  flow  of  I 
adequate  supplies  of  raw  sugar,  or  threats  of  rationing  of  refined  | 
sugar,  over  a  5  year  period,  and  indeed  beyond. 

Based  on  strong  evidence,  Australia  predicts  that  the  current] 
world  sugar  shoila^e  could  persist  for  some  yeai-s  ahead.  The  causes  < 
of  the  world  sugar  shortage  of  the  early  1960-s  and  of  the  early 
1970'S  are  fundamentally  different;  they  are  not  analogous  in  his- 
torical cause  or  oppoit unity  for  correction.  In  the  latter  case,  the 
evidence  very  strongly  leads  to  the  unhappy  conclusion  that  the 
present  imbalance  between  world  supply  and  demand,  reflex^ted  ia 
the  continuing  erosion  of  world  stocks  below  tlie  danger  level,  and 
the  present  all  time  record  world  fifie  market  prices,  cannot  be 
corrected  in  the  short  term  with  prices  meteor ically  falling  to  low 
levels  as  occurred  in  1964. 

We  would  be  glad  to  submit  to  the  committee  a  memorandum  dh- 
cussing  in  more  detail  the  fundamental  differences  between  the  world 
sugar  shoi-tages  of  tlie  1060s  and  of  the  U)70's  aud  discuf^nig  the 
reasons  supporting  the  conclusion  that  there  are  serious  risks  that 
the  current  shortage  situation  will  not  be  of  short  dur^ation- 

As  stated  above,  Australia  has  no  doubt  that  the  extension  of  the 
U.S.  Sugar  Act  pi'ovides  the  oppoitunity  for  protecting  the  United 
States  of  America  effectively  against  the  more  serious  elements  of 
those  risks.  In  today's  chansred  circtunstances,  tliere  is  an  opportunity 
to  reexamine  quota  allocations  in  the  light  of  the  evidence  of  assured 
ability  to  supply*  Such  reexamination  could  include: 

(1)  Where  regular  deficits  on  quota  have  repeatedly  occurred  fi'OTn 
causes  other  than  force  majeure,  a  downward  revision  of  quota,  in 
part  or  in  whole,  could  especially  be  examined.  This  would  tend  to 
eliminate  calls  for  ''Hi'st-come,  first'Served"  supplies  late  in  the  year 
when  most  foreign  suppliers'  available  seasonal  piX)duction  is  already 
under  contract  to  other  markets. 

(2)  There  arises  the  question  of  whether  the  best  interests  of  the 
United  States  are  served  by  a  temporary  allocation  of  all  the  Cuban 
Keserve  qoot^  to  foreign  suppl  iers  pro  rata  to  their  respective  quota. 

About  2.2  million  tons  or  nearly  22  percent  of  U.S.  requirements 
are  supplied  under  the  imcertainties  associated  with  deficit-  realloca- 
tion and  the  tempo i^ry  reallocation  of  the  Cuban  (}uota.  We  suggest 
that  the  U.S.  sugar  program  would  be  sti-engthened  in  terras  of 
overall  assurance  of  adequate  supplies  by  inci'easing  the  quotas  of 
reliable  large  foreign  pi'oducci's  w^ho  have  large  and  adequate  storage 
facilities  to  provide  firm  assurance  of  the  delivery  of  that  20  percent 
or  a  large  pait  of  it.  Uncertainties  as  to  calls  for  sugar  above  the 
set  quota  make  it  dillicult  even  for  a  large  producer  to  supply  large 
additional  amounts  at  short  notice. 

In  the  case  of  Australia  for  example,  contracts  have  to  be  written 
for  world  fi*ee  market  sales  sometimes  as  much  as  18  months  ahead 
of  shipment*  By  the  time  the  crop  is  behig  harvested^  nearly  the 
whole  crop  bet^omes  firmly  committed  by  contract.  The  proposal  for 
a  substantial  increase  in  quotas  for  a  few  of  the  large,  undoubtedly 
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reliable  foreign  suppliers,  would  considerably  ease  the  difficulties 
referred  to  and  we  suggest  would  improve  the  program. 

It  is  appropriate  to  give  such  inci^ased  quotas  to  suppliers  who 
are  prepared  to  act  as  a  "sugar  bowl"  for  the  United  States  by 
storing  a  reserve  stock  for  the  requirements  of  the  U.S.  market. 
Australia  voluntarily  in  1971  decided  to  create  and  maintain  a  re- 
serve of  60,000  tons  out  of  each  crop  [as  compared  to  a  quota  of 
about  200,000]  for  delivery  in  the  following  year  when  required  by 
the  United  States.  If  Australia's  quota  were  increased,  Australia 
would  be  prepared  to  increase  that  reserve  stock  proportionally.  Thus 
if  Australia's  quota  were  increased  to  400,000  tons,  the  reserve  stock 
would  become  120,000  tons.  At  a  hi^er  quota  level,  Australia  would 
increase  the  reserve  pro  rata. 

The  committee  may  wish  to  consider  whether  an  increase  in  quota 
to  large  suppliers  should  be  conditional  on  the  willingness  and 
ability  of  the  supplier  to  maintain  reserve  stocks.  Such  an  improve- 
ment to  the  U.S.  sugar  program  would  assure  that  supplies  were 
available  to  meet  U.S.  requirements. 

Point  1:  "Reasons  for  desiring  to  continue  participation  in  the 
U.S.  sugar  program. 

The  United  States  is  the  largest  importer  of  sugar  in  the  world 
and  Australia  has  since  1961  enjoyed  quota  rights  to  the  U.S.  market 
although  only  for  the  modest  annual  quantity  of  some  200,000  tons. 

To  an  increasing  degree,  Australia  has  and  is  becoming  widely 
exposed  to  the  vagaries  of  the  world  free  market.  Its  dependence  for 
sales  on  that  market  at  the  end  of  1974  could  reach  90  percent  of  its 
total  exports,  unless  its  U.S.  quota  is  increased  and/or  it  is  able  to 
negotiate  protective  long  term,  acceptable  price  "Special  Arrange- 
ments" with  its  traditional  buying  coimtries  or  other  importing  coun- 
tries historically  purchasing  their  requirements  on  the  world  free 
market. 

So  long  as  the  United  States  of  America  under  its  sugar  program 
continues  to  offer  long-term  quotas  and  a  reasonable  measure  of 
protection  in  the  program's  provisions  against  inflating  costs  and 
pays  for  its  purchases  in  the  strengthening  U.S.  dollar,  Australia 
will  prefer  participation  in  the  U.S.  program  before  any  other 
conceivable  program  or  long-term  contract  with  any  other  country. 
Australia  has  very  substantial  potential  for  expansion,  detailed 
elsewhere  in  these  responses.  However,  with  its  large  dependence  on 
tlie  world  free  market  for  sales  of  its  exports,  Australia  could  only 
contemplate  significant  expansion  if  the  essential  new  investment 
involv^  were  to  be  backed  by  assured  long-term  access  at  remunera- 
tive prices  such  as  is  hoped  will  be  offered  under  the  extension  of  the 
U.S.  sugar  program. 

As  well  as  long-term  access  to  remunerative  prices,  the  U.S.  sugar 
program  offers  an  acceptable  floor  price,  and  a  price  adjusted  by 
weighted  indices,  which  ameliorates  the  adverse  effects  of  inflation 
on  production  costs. 

A  U.S.  sugar  quota  in  the  hands  of  a  foreign  supplier  confers  on 
him  credit  worthiness  with  banking  institutions.  Finance  has  to  be 
found  to  produce  a  2^^  to  3  year  cycle  erop,  such  as  sugar  cane,  and 
to  get  the  resultant  sugar  to  the  market.  If  the  participation,  via 
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quota,  ill  t}ie  program  is  substantial  and  the  prospects  for  access 
arc  jud]irBd  to  be  long-term,  ]  ending  institutions  can  be  expected  to 
readily  offer  finance  for  expansion  involving  even  new  mills. 

A  number  of  other  reasons  why  Australia  desires  eontinning  par- 
ticipation in  the  U.S.  sugar  progi'am  emerge  in  the  background 
comment  to  these  responses  and  in  responses  to  other  points.  To 
avoid  I'epetition  they  are  not  repeatGd  here..  However,  this  response 
would  not  he  complete  without  refereTice  to  the  fact,  as  the  Depntv 
Prime  IVIinister  of  Australia  recently  noted,  that  ^^Australians  and 
Americans  are  friends,  and  will  remain  so  no  matter  who  presides 
in  Washington  or  Canberra*';  for  this  reason  too,  Australia  desirt'S 
continuing  participation,  preferably  at  a  much  higher  level  than 
hitheilo^  in  the  extension  of  the  program  envisaged  under  H.R. 
12525. 

Point  2.  ^'Performance  record  for  the  past  two  years  [1972-73] 
under  existing  U.S.  Sugar  Act,  inruding  a  statement  of  the  extent, 
if  any,  of  paiticipation  in  all  ITS  DA  quota  actions  and  a  renffirma- 
tion  [for  the  record  1  of  the  coiuitry's  commitment  to  fulfill  their 
current  final  adjusted  quota  for  1974  to  the  U.S.  market/' 

Australia  has  fulfilled  its  U.S*  sugar  quota  and  all  shortfalls 
allocated  to  it  every  year  since  1061  when  Australia  was  first  pt*r- 
mitted  to  supply  sugar  to  the  TT.S.  market.  Australia  aflirms  for  the 
TTCoixl  that  it  will  fulfill  its  current  final  adjusted  quota  for  10T4 
for  the  U.S,  market.  In  addition  to  its  final  adjusted  quota, 
Australia  has  offered  to  supply  for  third  quarter  11)74  delivery,  and 
will  suDply  if  the  offer  is  accepted,  58,500  tons  of  sugar  on  a  *'first- 
eome^  first-served"  basts, 

ATJSTRAljtA^S  PERFOltlVrANCr:  RECORD  11*71-3  »T3  UXDER  TTTK  f.S,  STTGAR  ACT 

Quantities  of  sugar  delivered  against,  Australia's  U.S.  quota  during 
the  past  three  calendar  years  have  amounted  to : 

Bhort  fflw* 
Culetid»r  pear  rsvivfilvf 

1971 - — ,- ^— __  205.  to 

1J>72 -— ^ 210.  900 

1973 ^ .—, ^^— ^ -, 268. 900 


I 


AUSTRALIA  S   PERFORMANCE  AGAINST      FIRST-COME,   EIRST-SERVED''    QUOTA 

ALLOCATIONS 

On  August  12,  1971,  the  U.S-  Department  of  Agriculture  increased 
the  U,S.  total  supply  by  100,0(X)  tons,  of  which  ^7,575  tons  were 
offered  to  foreign  suppliers  who  had  already  satisfied  existing  quota*!, 
to  be  aUoeated  on  a  "first-come,  fii'st-served''  basis  for  arrival  l>eforp 
September  30  when  the  longslioreman-s  contract  ended  and  a  strike 
was  threatened* 

Australia  took  immediate  action  to  assist  in  supplying  this  special 
request : 

First,  steps  were  taken  for  earliest  possible  delivery  of  the  balance 
of  Australia's  normal  quota,  and,  second,  Australia  organized  diver- 
sion to  the  United  State-s  of  cargoes  afloat  defined  for  other  markets. 
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This  program  was  effected  by  chartering  a  vessel  to  load  35,000  tons 
for  delivery  in  United  States  before  30  September,  and  by  arranging 
to  divert  four  vessels  then  en  route  to  other  destinations,  including  the 
United  Kingdom.  Overall,  this  program  involved  fulfilling  the  bal- 
ance of  the  normal  quota,  which  amounted  to  30,000  tons,  earlier 
than  scheduled  and  placing  Australia  in  a  position  to  offer  for  arrival 
before  30  September  an  additional  60,000  tons. 

On  18  August,  however,  by  which  time  Australia  had  filed  SU-3 
applications  for  31,600  tons  and  was  about  to  file  applications  cover- 
ing two  further  cargoes,  the  U.S.D.A.  announced  the  cancellation  of 
the  12  August  determination  in  consequence  of  the  invocation  by  the 
President  of  the  provisions  of  the  Taft-Hartley  Act  in  relation  to  the 
threatened  longshoremen's  strike. 

Australia  consequently  took  action  to  unwind  and  cancel  the  ar- 
rangements organized  for  accelerated  delivery  of  additional  supplies. 
On  that  occasion,  although  no  additional  supplies  were  received  by 
the  United  States,  Australia  showed  itself  to  be  willing  and  able  to 
act  promptly  to  make  significant  additional  supplies  of  sugar  avail- 
able for  very  prompt  delivery  at  short  notice.  In  all,  Australia,  by 
diversion  of  cargoes  afloat  and  other  actions,  organized  the  supply 
of  69  percent  of  the  total  "first-come,  first-servccl"  tonna2:e  initially 
sought  by  the  U.S.D.A.  for  delivery  before  the  date  of  the  long- 
shoremen's threatened  strike. 

1973 

During  September-December  1973,  the  U.S.D.A.,  on  three  occa- 
sions, announced  allocations  of  additional  quotas  to  foreign  suppliers 
on  a  "first-come,  first-served"  basis.  The  total  additional  quota  made 
available  to  foreign  suppliers  -as  a  result  of  these  actions  was  283,106 
tons.  On  each  occasion,  Australia  promptly  applied  for  additional 
quota.  Total  additional  quota  applied  for  and  allocated  to  Australia 
was  about  64,800  tons,  or  about  one-quarter  of  the  total  1973  "first- 
come,  first-served"  allocations,  and  by  far  the  largest  quantity  sup- 
plied by  any  foreign  supplier. 

Australia's  performance  against  "first-come,  first-served"  alloca- 
tions during  1973  is  set  out  below : 

[Short  ton,  raw  value) 


Date  in  1973  of  "first-come,  first-served"  quota  allocation 


Additional 

Quota 

available  to 

foreign 

'     suppliers 


Additional  quota  allocated  to 
and  supplied  by  Australia 


September  28 97,773  21,185 

November  2.. » 102. 666  30,151 

November  27 82,667  13,505 

Total 283, 106  64,841 


(Percent) 
22 
29 
16 


23* 


I  Net  additional  quota  allocated. 


Australia  supplied  23  percent  of  the  total  "first-come,  first-served" 
quantity  called  for  in  1973,  yet  Australia's  U.S.  quota  is  presently 
less  than  4  percent  of  foreign  suppliers'  total  quotas. 
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AlthougJi  the  total  additional  quota  offemd  to  foreign  suppliers 
was  28f^,lt**^  tons,  as  shown  abov^,  we  understand  the  actual   total 
quantity  deliveit'd  was  only  229,000  tons,  of  wliieh  Australia  dc- 
■       li  vered  64,800  tons,  representing  28  percent.  M 

^p       On  Jannaiy   11,  11)74,  the  U;S*D.A.  announced  an   increase,  of    \ 


500,000  tons  in  the  U>T4  total  IT.S.  supi>ly  quota  of  vvliich  413,CH}0 
tons  were  to  be  allocated  to  foreign  siipplfers  on  a  *'Hrst-come,  fii'st- 
served-'  basis. 

The  Australian  sugar  crop  is  harvested  hetwccn  June  and  Decern* 
ber  each  year^  and  the  bulk  of  slilpnients  to  overseas  markets  are 
made  during  this  period.  Australia  has  experienced  a  particularly 
difficult  season  in  1073,  with  extremely  adverse  and  nnpreciKipiited 
weather  conditions.  (Consequently  the  1973  crop  wa^  dii>appointiiily 
low.  Despite  this,  Australia  w^as  able  to  substantially  increase  de- 
liveries to  the  United  States  by  supplying  fii-st-come  first-served 
sugar  during  the  fourth  qnaiter  of  1073  when  the  opportiuiity  to 
do  po  arose. 

As  a  resnlt  of  the  R5.000  ton  deliveries  in  the  foin-th  quarter  of 
107*)  above  the  basic  cpiota  and  the  poor  lOTJ^  crop,  Australia  lias  no 
sugar  from  the  1073  crop  not  covered  by  connnitinent,  Australia 
lience  hns  been  unable  to  offer  additional  supplies  for  tlie  first  half 
of  1974  by  diversion  of  cargoes  from  other  markets  or  otherwise  to 
the  U.S.A.  against  tlie  1074  ''first-come,  first-served"  opportunity. 

However.  Australia  has  taken  action  to  demonMrate  its  willing- 
ness to  assist,  the  U.S.D,A.  by  supplying  sugrar  during  1074  over  and 
above  Australia's  normal  quota.  Against,  this  latest  ''first -come,  first- 
?ierved-'  allocation  annoiniced  on  il  January>  Australia  has  ftied  an 
SF-3  application  for  an  additional  58,500  shoii  tons  of  quota  for 
shipment  during  Au^ist  1074,  soon  after  sugar  from  the  1*^74  season 
CI 'OP  becomes  available. 

Ths  application  demonstrates  that,  following  prompt  efTorts  to 
supply  additional  sugar  to  the  T^ivited  States  in  1073  in  the  face  of  a 
particularly  difficult  107-^  harve.=?ting  season,  Australia  stands  ready 
to  firmly  conniiit  to  deliver  to  U.SA,  at  least  an  additional  58,500 
short  tons  from  early  su]>plies  in  the  forthenming  1074  season  ovfr 
and  above  the  exijected  level  of  Australia's  current  quota  "share 
under  the  existing  formula  of  the  T^,S,  Sugnr  Act, 

llE-SEU^^  STCK  It  IIOLniXG  FOR  rXlTED  STATES 

Tn  i-ecent  years  the  Ignited  States  has  also  i-eq nested  Auf=5tT"alia  to 
make  some  deliveries  in  the  first  half  of  the  vc^ar.  To  meet  such 
requests  the  Australian  sugar  industry  since  1071.  has  held  sufffli 
on  call  for  shipment  to  tlie  United  States  in  the  first  half  of  each 
year  by  a  set  aside  out  of  the  preceding  years  croji.  This  quantit}- 
hnlfl  ^n  T^ci^TYv  and  on  rail  for  t'^nited  States  has  heen  Bn.ono  tons,  ft 
significant  quant  ft  v  bv  comparison  with  Australia's  quota. 
^^  Deliveries  of  the  sugar  set  aside  from  the  1071  and  1072  crops 
H     were  made  to  the  United  States,  in  earlv  1072  and  1073,  followini? 
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from  the  1973  season  production  was  supplied  as  part  of  Australia's 
response  to  "first-come,  first-served"  calls  by  the  U.S.  authorities  for 
additional  prompt  sugar  to  be  supplied  in  the  fourth  quarter  of  197^, 

FUTURE   PERFORMAXCE 

Australia  has  completely  fulfilled  its  quota  and  all  shortfall 
allocations  for  each  year  since  it  fii-st  supplied  sugar  to  the  United 
States  in  1961.  Australia  has  participated  in  each  "first -come,  first- 
served"  quota  allocation  made  by  the  U.S.D.A.  and  has  demonstrated 
its  willingness  to  supply  additional  sugar  to  the  United  States  de- 
spite preniium  vahles  on  the  world  market. 

Australia  is  able  and  willing  to  service  the  U.S.  ma^-ket  in  tlie 
future  with  the  same  special  priority  at  a  quota  level  substantially 
in  excess  of  its  existing  quota. 

Point  8:  "Assurances  for  continued  priority  performance  in  the 
future  to  the  U.S.  market,  including  both  quota  amounts  as  well  as 
additional  sugar  which  might  be  requested  during  periods  of  short 
supply." 

Australia  regards  the  U.S.  market  today  as  the  most  desirable 
market  in  the  world  because  it  offers  the  foreign  supplier  long-term 
access  at  remunerative  prices  related  to  the  cost  of  pi-oducing  sugar 
in  the  T'nited  States.  Because  this  lends  stability  for  the  foreign 
supplier,  the  supplier  country  accords  the  U.S.  market  high  priority 
of  supply. 

The  worldwide  demand  for  Australian  sugar  for  many  years  has 
been  strong.  Austi-alia  has  had  to  allocate  sugar  among  its  customois, 
other  than  the  United  States  over  a  considerable  period.  However, 
it  has  fulfilled  it>6  quota  in  the  United  States  in  every  year  and  has 
participated  in  every  "first-come,  first-served"  program. 

Under  H.R.  r?/)25,  and  including  any  increase  in  quota  to  Austra- 
lia, Australia  will  give  priority  in  the  future,  as  it  has  given  in  the 
past,  to  supplying  its  quota  allocation  as  well  as  to  oflfering  addi- 
tional sugar  requested  in  times  of  short  supply. 

To  service  the  U.S.  market,  and  against  its  relativelv  modest  quota 
of  approximately  200,000  tons  per  year,  Australia  holds,  voluntarily, 
a  60,000-ton  special  reserve  from  each  crop  available  at  th^  rail 
of  the  U.S.D.A.  If  in  this  review  Congress  increases  Austialia's 
quota  to  400.000  tons  then  that  special  reserve  stock  from  each  crop 
will  be  raised  to  120,000  tons.  If  the  quota  is  higher,  the  stock  will  be 
increased  pro  rata. 

Point  4:  "Performance  capability,  including  willingness  to  set 
as^rle  reserves  for  U.S.  market,  ability  to  make  timelv  shipments, 
current  production  and  shipping  capability,  and  plans  within  the 
next  5  years  for  expansion  of  production,  processing,  loading,  and 
storage  facilities  (i.e.,  a  detailed  explanation  and  evaluation  of  the 
countrv's  existing  sus^r  industry  and  its  future)." 

Australia  is  a  politically  stable  society  whose  cane  sugar  industry, 
c^^nhlished  over  a  centurv,  is  probably  as  technically  and  economically 
offirient  as  any  in  the  world. 

Anstrnlia  normallv  produces  some  8  million  tons  n  year,  consumes 
domestically  about  %  million  tons,  and  exports  21/i.  million  tons. 
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It£8ERVES  FOR  U.S«  MAEKET 

The  Australian  sugar  industiy  accords  special  priority  to  markets 
giving  assured  long-term  aceoBs  at  reasonable  prices.  In  furtherance 
of  that  policy  Australia,  in  1971,  voluntarily  decided  to  set  aside 
60,000  tons  from  each  crop  as  a  reserve  stock  available  at  the  call 
oftheUSDA, 

In  197ii-73  Australia  increased  its  poil  storage  at  a  cost  of  $5 
million  to  a  total  of  1,65  miliion  tons,  assuring  tliat  it  always  liad 
accommodation  for  the  U.S,  special  reserve  stock  ovt;r  normal  work- 
ing storage,  Australia  believes  its  voluntary  action  is  in  the  mutual 
interest  of  itself  and  the  United  Staters  of  America.  If  its  basic  quota 
is  increased,  the  cm^ient  special  U.S.  reserve  stock  provision  will  be 
inci-eased  pro  rata  automatically, 

THE  INDUSTRY  IS  EFFICIENT 

Australian  sugar  is  marketed  by  a  single  sophisticated  marketing'- 
oi'ganzation  which  also  handles  freight  ari-angements  for  the  entim 
crop.  The  Australian  industry's  shipping  capability  is  strong,  yet 
flexible.  The  structure  and  organization  of  the  industry  is  regulated^ 
so  as  to  create  incentives  to  increased  efiiciencies,  productivity  growth, 
control  of  costs  and  production  of  a  liigh,  uniform  standard  of  raw 
sugar  sought  after  by  cane  refiners  throughout  the  world.  Its  reseaich 
institutions  are  extensive,  largely  financed  by  the  industry^  and  enjoy 
iiitemationaily  a  high  imputation  for  practical   achievements 

Austmlia's  cane  growers,  numbering  over  8,000,  own  tBeir  farms. 
Most  operations  in  the  field  are  mechani^sed,  including  harvesting, 
loading  and  transport  of  cane.  Australian  mill  efliciencies  (there  are 
;]4  mills)  are  probably  not  bettered  anywhere  in  the  world.  Consp- 
qiiently,  yields  of  sugar  per  ton  of  cane  are  noar  optimum  and  th^ 
yields  of  sugar  per  acre  are  among  the  highest  in  the  world* 

THE  INDUSTRT'S  SHIPPING  CAPABILITY 

The  Australian  sugar  industry  has  the  lar^st  mechanical  bulk 
sugar  port  storage  complex  m  the  world,  accommodating  1,650,000 
tons  of  raw  sugar.  TIiis  storage  is  spread  over  six  poiis,  each  capable 
of  loading  ve^els  at  a  rate  exceeding  1,600  tons  an  hour.  If  ships 
were  loaded  simultaneousJy  at  its  ports,  Austral ia's  present  US 
quota  of  about  200,000  tons  could  be  loaded  in  little  more  tlian  1  day. 
From  the  above  outline,  it  can  be  seen  that  a  quota  of  2()(),(>00  tons 
for  Australia  is  not  connnensurate  with  its  position  as  one  of  the 
workFs  leading  sugar  producers  and  one  of  the  largest  exportei-s  in 
tlie  world. 

The  Australian  sugar  industry  handles  all  charter  and  freight 
ari'angements.  We  are  thei'efore  in  a  position  on  shoH  notice  to 
switch  vessels  from  one  destination  to  another,  to  select  the  nioFt 
suitable  vessel  for  a  particular  port  and  so  for  the  refiner-buyer^s 
sugar  receiving  facilities.  In  the  case  of  vessels  chartered  by  us  for 
the  X'^.Si,  market  we  give  priority,  among  other  considerations,  to  the 
si^eedier  vessel. 
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Because  of  the  efficiency  of  our  mechanical  bulk  loading  facilities, 
actual  loading  time  of  any  vessel  is  less  than  the  fastest  time  any 
vessel  can  load  water,  food,  and  complete  its  customs  papers.  With 
engagement  of  15  to  20  knot  vessels,  the  voyage  time  is  reduced  to 
a  practical  minimum. 

PRODUCTION   EXPANSION   PLANS — 1975-79 

Australia  has  a  large  potential  for  expansion,  however  Australia 
has  no  present  firm  plans  for  expansion  of  production.  Plans  will 
depend  in  large  measure  on  whether  a  larger  quota  is  granted  under 
the  U.S.  Sugar  Act  and  what  other  long-term  commitments  are 
entered  into. 

With  the  incentive  from  a  larger  U.S.  quota  and  soundly  based 
long-term  commitments,  Australia  has  suitably  located  fertile  land 
to  enable  it  to  double  its  production  in  5  years  from  now  to  a  total  of 
6  million  tons  annually. 

In  the  shorter  term,  Australia  is  capable  of  expanding  production 
approximately  as  follows : 

1.  Production  could  be  increased  by  400,000  tons  in  2  years  by 
putting  suitable  land,  already  owned  by  existing  cane  farmers,  lo- 
cated close  to  the  existing  mills,  under  sugar  cane  cultivation.  By 
extending  the  grinding  season,  this  increase  could  be  accomplished 
without  major  extensions  to  existing  mills. 

2.  Australia  has  suitable  land  available  for  a  further  expansion 
of  1  million  tons.  This  could  be  accomplished  by  expansion  of  exist- 
ing mills.  This  further  expanded  production,  assuming  firm  long- 
term  assurances  were  given  by  an  increase  in  Australia's  quota  could 
be  brought  on  stream  in  3  years.  If  expansion  were  commenced  in 
mid-1974  the  expanded  production  would  be  available  for  the 
1977  season  commencing  May-June  1977. 

3.  The  two  phases  of  expansion  outlined  in  1  and  2  above  would 
raise  Australia's  normal  production  from  3  million  tons  as  at  present, 
to  41/^  million  tons  by  1977.  Expansion  beyond  this  level  would  re- 
quire the  erection  of  some  new  mills.  Given  the  proper  incentives  for 
such  an  undertaking,  Australia  could  raise  its  production  to  double 
the  present  level,  namely  to  6  million  tons.  If  a  firm  long-term  com- 
mitment for  the  full  expansion  were  made  by  mid-1974,  the  full  6 
million  tons  could  come  on  stream  5  years  from  now. 

Point  5 :  "A  description  of  other  actual  or  expected  special  ar- 
rangement commitments  of  the  foreign  supplier  during  the  next  5 
year  period  (whether  or  not  they  are  preferential  markets,  bilateral 
of  multilateral  commitments,  including  plans  for  participation  in 
the  world  market)." 

The  quota  and  price  provisions  of  the  International  Sugar  Agree- 
ment terminated  in  1973.  Australia's  participation,  in  the  Common- 
wealth Sugar  Agreement  expires  Decembor  31,  1974.  TTnder  the 
circumstances,  Australia  must  look  to  participation  in  the  U.S.  sugar 
program  and  the  development  of  other  bilateral  arrangements  for  the 
supply  of  sugar  in  order  to  assist  in  stabilizing  and  maintaining  the 
viability  of  the  Australian  sup-ar  industry.  Unless  the  U.S.  quota  is 
increased  and  significant  new  bilateral  agreements  are  made,  Austra- 
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]ia,  from  1975  on,  could  Im  exposed  to  the  world  market  for  over 
90  percent  of  its  total  esixjrt^. 

As  a  consequence  of  the  tennination  of  the  International  Sugar 
Agreement  there  is  now  a  world  wide  move  toward  negotiating  loii^^ 
term  bilateral  arrangenients  between  major  wnrtd  fi'ee  market  hti- 
porters  and  exporteiu  This  niovenicnt  stems  from  the  highly  volatile 
nature  of  the  residual  world  market  and  the  impact  of  that  instability 
on  both  the  producer  and  the  importing  coiuitry.  A  prodncing  coun- 
try which  sells  a  large  proportion  of  its  production  on  tliis  msidual 
market,  jts  Australia  docs,  is  faced  with  undesirable  destabilising 
influences  w-hich  affect  the  short  and  long  term  viability  of  the  sugar 
industries.  The  im[x>rting  country,  on  the  other  hand,  is  threatened 
with  shortages  in  times  of  tiglit  supply. 

For  these  reasons  Australia  welcomes  its  partioipation  in  the  TT.S, 
Sugar  Act  quota  arrangements  and  lavishes  to  continue  to  partici- 
pate in  them. 

Tinder  the  Commonwealth  Susrar  Agreement,  Australia  lias  an 
annual  quota  of  *175,fK)0  tons.  After  1974  there  is  no  provision  for 
any  continuation  of  Australia's  quota  to  tlie  I^'nited  Kingdom  market 
or  to  the  E.E.C*  in  the  terms  of  the  accession  agreement  negotiated 
by  tlie  United  Kingdom,  other  than  a  general  provisQ  relatinfr  to 
ahnipt  dislocation  of  agricultural  trade  with  third  countries.  This 
proviso  conceivably  might  enable  tlie  nerrotiation  of  some  phasing 
out  arrangements  to  1977  for  Australia's  existing  quota  if  it  so 
desires. 

The  termination  of  the  0*S,A,  and  of  its  quota  thereunder  would 
mean  an  increasing  dependence  on  the  world  market  for  Au!?tralia. 

In  order  to  mitigate  the  destabilising  influences  on  its  sugar  indus- 
try  from  such  a  higli  dependence  on  tlip  world  market,  Anstmlia  is 
ready,  willing  and  able  to  supply  additional  quantities  to  the  United 
States  by  an  increase  in  its  quota. 

Australia  has  entei-od  into  firm  lon^-term  arrangements  with 
three  of  its  traditional  export  markets.  Tliese  arrangements,  whos(^ 
terUTS  and  conditions  are  con fi dent i ah  have  been  entered  into  with 
the  approval  and  assistance  of  tli^  governments  concerned.  Australia 
hopes  to  be  able  to  enter  into  fift^her  bilateral  arrangements, 

These  arrangements  do  not  inhibit  tlie  offer  of  Australia  to  supplr 
the  T'.S.A.  over  the  next  Ti  yeai-s  with  a  quota  of  40^,000  to  500.0(10 
ton^  fmm  Austnilin's  existing  level  of  aiinnal  productTon.  Tn  additToii 
thf*  priori ty  Ani^tmlia  accord*?  to  the  TT^S.  market  will  ]w  rptrf>ined. 

Point  6 :  ^^A  brief  explanation  of  the  nature  of  the  coimti'v^s  sugar 
industrv  and  how  it  finictions  including  the  extent  to  wliich  benefits 
in  the  industrv  aiT  shared  by  sugar  farniei"S  and  workers/' 

The  Australia  Sugar  Tndnstrv  is  a  large  export  oriented  industry. 
Three  nuarte?^  of  Australia's  production  hns  ix^en  exported  in  rerent 
years.  Australia  is  the  second  or  third  largest  sugar  expoiter  nt  the* 
world  market. 

■         The  Anstralian  sujrar  in  dust  rr  is  a  monoculture  and  is  based  ah 
over  8,000  working  farmers  who  own  nnd  onen^te  their  own   farm^ 
in  the  States  of  Queensland  and  New  South  Wales.  About  9P>  percent 
of  Australia's  sugar  production  is  produced  on  tliese  familv  farms 
H     which  average  about  100  aci^a.  The  farms  are  worked  by  the  farmer^' 
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aiid  their  families.  The  owner/farmer  system  has  a  high  degree  of 
political  and  community  acceptance  within  Australia. 

All  production  is  marketed  under  a  pooling  system  through  the 
Sugar  Board,  an  instrumentality  of  the  Queensland  Government. 
After  deduction  of  marketing  ana  related  expenses,  the  proceeds  are 
shared  between  the  farmers  and  the  millers.  About  two-thirds  goes 
to  the  farmers  and  the  balance  goes  to  the  millers. 

There  are  34  sugar  mills.  Twelve  are  owned  coo^jeratively  by  the 
farmers  supplying  those  mills.  Thirty-one  mills  are  wholly  Australian 
owned. 

Basic  wages  and  employment  conditions  in  the  sugar  industry  are 
established  under  a  government  arbitration  system. 

Wages  generally  are  geared  to  the  general  wage  levels  paid  in 
similar  type  industries  throughout  Australia.  Details  on  wage  rates 
ai^  being  submitted  separately  to  the  committee. 

The  sugar  industry  extencis  for  over  1,300  miles  along  the  north 
east  coast  of  Australia.  It  has  been  the  prime  source  of  the  develop- 
ment of  this  coastline  and  most  towns  and  cities,  ports  and  railways 
in  this  area  followed  the  development  of  the  sugar  industry. 

The  Australian  sugar  industry  is  regarded  as  one  of  the  world's 
most  efficient  sugar  industries.  It  is  highly  mechanized.  Mechaniza- 
tion starts  on  the  farm  where  the  cane  is  planted,  cultivated,  cut  and 
loaded  mechanically  and  the  mechanization  goes  right  through  to  the 
bulk  sugar  storage  and  loading  facilities  at  the  six  sugar  ports. 

These  factors  together  with  the  geographical  spread  of  the  industry 
combine  to  make  Australia  one  of  the  free  world's  largest  and  most 
reliable  sugar  exporters. 

Point  7:  "Attitude  of  foreign  supplied  government  toward  the 
Fnited  States  and  record  of  treatment  of  U.S.  citizens'  interests  and 
property  within  the  country." 

The  Australian  Ambassador  to  the  Ignited  States  by  letter  dated 
February  28,  1974,  a  copy  of  which  has  been  given  to  the  committee, 
made  a  statement  in  reference  to  this  point. 

(The  Ambassador's  letter  follows:) 

Embassy  of  Australia. 
Washington,  D.C,  February  28,  1974. 
Mr.  R.  C.  Barnard, 
Attorney, 

Cleary,  Gottlieh,  Steen  and  ffamlltonf 
Washington^  D,C. 

Dear  'Mr.  Barnard:  The  Agriculture  Committee  of  the  liouse  of  Represen- 
tatives ha«  listed  a  number  of  points  which  it  would  like  representatives  of 
foreign  suppliers  of  sugar  to  cover  when  presenting  testimony  on  the  review 
of  the  United  States  Sugar  Act.  I  know  you  are  preparing  answers  to  the 
points  which  refer  specifically  to  the  Australian  sugar  industry  and  its  trade 
but  I  confdder  it  appropriate  that  the  Embassy  pr^are  the  response  on  the 
asi)ect  covering  Australia/United  States  relations.  Accordingly,  I  am  enclosing 
\Nith  tliis  letter  information  which  covers  the  points  raised  in  paragraph  seven 
of  the  Committee's  press  release  of  4th  February,  1974. 

I  would  like  to  take  this  opportunity  to  record  briefly  p  few  of  tbp  rnnin 
asi>ects  of  our  interests  concerning  the  current  review  of  the  United  States 
Sugar  Act  and  to  stress  the  importance  which  the  Australian  Government  at- 
taches to  continued  and  increased  access  to  the  United  States  sugar  market. 

As  you  are  aware,  the  Australian  cane  sugar  industry,  which  is  largely 
made  up  of  small  farmers,  is  highly  dej^endent  on  exports.  In  fact,  as  much 
as  three-quarters  of  our  annual  production  has  been  exported  in  recent  years. 
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t'OT  tbii  reiison  the  Austmllan  Govoranient  ia  ansiioiis  to  aclileve  and  malntaitf 
secure  tiecesis  for  Austnilian  sugar  in  i^veraeas  markets.  Autsti^ailia  presentl|| 
enjoys  a  small  sliare  t>f  ike  United  States*  sugar  import  rtaiiiireiuenU.  We  da 
not  tiunsjder  this  J5hare  is  conmieiksurate  with  our  i)ositiou  us  a  leatling  sugaR 
e:si>orit^r  and  a  reilaWe,  stable,  well-eiuiipped  and  efficient  suppiiera. 

Since  it  commenced  sales  on  a  regular  ba^s  to  tJie  United  States  in  1961^ 
the  Au,straliaii  sugar  industry  has  filled  all  of  its  allocated  quotas  and  shared 
of  retlistributed  short- falls.  ThLs  record  6-i>eak3  for  itst^lf.  In  addition,  I  under- 
stand the  industry  has  reserved  suLNstantlal  quantities  to  be  available  for 
delivery  to  the  Vaited  Ji^tatea  at  slii^rt  notice  and  that  the  appropriate  United 
i^tates  officials  have  made  calls  on  this  sugar  in  recent  years. 

Australian  bilateral  trade  with  the  United  States  has  been  expanded  against 
a  backgrouTid  of  consistent  good  relations.  United  States  is  Australia's  largest 
single  source  of  imports;  it  has  provided  products  with  an  annual  average 
to^tat  value  of  well  in  excess  of  $1  billion  in  the  last  five  years.  In  the  same 
time,  the  value  of  Australian  exports  to  the  United  States  has  been  eome 
37%  below  the  value  of  the  import  trade.  The  contribution  of  Australian  sugar 
to  our  total  export.s  to  the  United  States  has  averaged  little  more  than  4%. 
Australia  is  clearly  able  to  supply  mucb  more  sugar  to  tlie  United  States 
market  than  it  hna  l»een  permitt*?d  to  do  under  tlie  present  arrangement.  A 
signllicant  increfise  In  the  permitted  volume  allocated  to  Australia  woald 
therefore  contribute  to  achieving  a  better  balance  in  the  bilateral  trade  between 
our  two  countriee. 

As  with  other  industries,  lack  of  security  regarding  the  fnture  tends  to 
promote  instability  in  the  w^orld  sugar  market  and  inhibits  production  e.xpan- 
slon  and  capital  invesstment.  Given  the  current  uncertain  outlook  for  the 
world  sugar  economy ^  it  w^ould  seem  to  be  in  the  interests  of  the  United  States, 
und  particularly  consumers,  to  apply  the  new  sugar  legislation  for  as  long  a 
peri(>d  as  possible,  for  example,  five  years. 

We  believe  an  Act  of  such  dux-ation,  coupled  with  an  increased  allocation 
for  Amstralifl,  would  be  to  the  advantiige  of  both  the  American  conusmer  and 
the  Australian  sugar  industry  and  would  he  In  the  best  interests  of  trade 
between  our  two  countries. 
Tours  glneerely, 

Patbick  Shaw» 

Ambassador, 


attlttriie  of  foreig.\  buppliee  government  towabd  the  united  states  and 
Recoro  of  Treatment  of  Uniteo  States  Citizens*  Interests  and  Pbopebtt 
Within  the  Coujttry 

The  i>eoules  and  the  governments  of  Australia  and  the  United  States  have 
tradldonally  shared  a  cieep  mutual  friendship  and  confidence.  This  has  stemmed 
from  a  common  ancestry »  language,  politietil  philosophy  and  system  of  lam 
It  has  been  reflected  in  joint  defence  pact«,  close  economic  and  trading  ties 
and  broadly  shared  objectives  t<>wards  major  International  issues.  In  social 
and  cultlural  terms,  Australia's  links  are  with  the  Western  world  in  wUIeh 
the  United  States  remains  the  dynamic  centre* 

The  close  and  binding  relations  between  Austtralia  and  United  States  are 
built  on  free  and  regular  exchange  of  views  between  officials  and  elected 
representatives  of  tmr  two  governments.  Such  mutuality  of  confidence  and 
freedom  of  pxi>ripsslnn  promotes  awareness  and  appreciation  of  policies  btmI 
priorities,  and  results  in  active  co-ot>eratirm  in  interna tlonal  affairs.  This* 
continuing  relationship  is  not  based  on  dependence  or  on  an  assumption  of 
identical  views  on  all  Issues*  As  an  independent  nation  Anstnilia  develotw^ 
her  own  idejis  and  policies  in  a  respon^ble  way,  at  the  same  time  maintainiafj 
cf r-opera tive  relationi^  with  the  United  States  and  i>ther  frifmdly  countries. 

The  affinity  t^etween  Australia  and  the  United  States  Is  particularly  evident 
In  nur  trade  Bnd  investment  ties.  The  United  f^h\tm  is  Au^trjiUa's  prlncipsil 
source  of  imports  and  sewmd  largest  destination  for  Austnilla*s  exports.  The 
value  of  total  trade  between  the  two  countries  is  currently  in  excels  of  $2ft 
billion.  The  confidence  of  American  business  in  the  political  stability  «* 
Austral  in  and  its  eccmomy  has  been  evidenced  by  the  ma!5sive  amounts  <yf 
capital  it  has  invested  in  Australian  Industry.  Such  Investment  Is  apparent  in 
all  sectors  of  the  Austraiian  economy  and  over  the  years  many  of  the  com* 
panics  involved  have  chosen  to  expand  their  operations  through  the  reinvest- 
ment of  profit  and  the  Injection  of  additional  capital, 


Digitized  by  VjOOQIC 


331 

There  is  no  discrimination  against  United  States  citizens  in  Australia.  All 
United  States  citizens  resident  in  Australia  enjoy  the  same  eafe^^uards  as 
Australians  and  have  equality  with  AustraliaJci  citizens  in  respect  of  constant 
protection  and  security  of  their  persons,  their  property  and  their  rights  under 
the  Law.  They  also  enjoy  the  same  access  to  all  courts  of  justice. 

The  question  of  expropriation  of  pn^erty  owned  by  United  States  citizens 
does  not  arise  in  practice  and,  indeed,  to  our  knowledge  has  never  taken  place. 
If  property  is  acquired  for  public  purposes,  the  general  constitutional  position 
is  that  just  compensation  has  to  be  paid  to  the  former  owners.  All  remit- 
tances abroad  Australia  require  exchange  control  approval.  This  control,  how- 
ever, is  administered  in  a  way  which  is  consistent  with  the  Government's 
policy  of  encouraging  overseas  investment.  While  no  advance  commitments  to 
permit  repatriation  are  entered  into,  in  practice  no  difficulties  are  experienced 
in  obtaining  approval  to  transfer  both  profits  and  capital. 

Point  8 :  "World  market  sales  for  the  past  3  years.*' 

WORLD  FREE   MAKET 

Australia's  sales  to  the  "world  free  market"  from  1971  to  1973  have 
been : 


STRV 

Percent  total 
Exports 

1971 

1,570,975 

72 

1972 

2,016,212 

77 

1973              

l,645,81d 

71 

1,744,335 

73 

In  1972,  for  example,  sales  were  made  to  16  different  countries. 

Special  arrangements:  In  addition  to  these  "world  free  market" 
sales,  Australia  sold  sugar  to  the  United  Kingdom  under  the  Com- 
monwealth Sugar  Agreement,  and  to  the  United  States  under  the 
Suffar  Act. 

Sales  under  these  two  long-term  arrangements  amoimt  at  present 
to  over  600,000  tons  a  year. 


United 

Kingdom! 

(STRV) 

United 
States 
(STRV) 

Percent  tota  1 
exports 

1971 

■ .  .          397,546 

211,491 
214,219 
269,787 

28 

1972 

397,464 

23 

1973 

397,850 

29 

1  The  Commonwealth  Sugar  Agreement  terminates  at  end  of  1974. 

Point  9 :  "Status  of  foreign  supplier's  domestic  consumption." 

About  one-quarter  of  Australia's  annual  sugar  production  is  con- 
sumed within  Australia.  Domestic  consumption  in  1973  was  approxi- 
mately 750,000  tons. 

Australia  has  one  of  the  world's  highest  levels  of  sugar  consump- 
tion at  about  109  lb.  per  head.  Sales  of  sugar  within  Australia  are 
expanding  at  a  rate  of  about  2%  a  year,  roughly  in  line  with  popu- 
lation growth. 

Point  10:  "A  brief  social  and  economic  profile  of  the  foreign 
supplier  country,  including  its  dependence  on  sugar  as  a  source  of 
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foreign  exchangts  its  need  for  t^conoinic  drvplopnit*nt,  and  the  im- 
portance of  a  program  market  in  the  tTnited  States/- 

Anstralia  is  a  devo loped  •country  and  is  a  niajor  world  supplier 
of  basic  raw  inat*?rials  and  agricultutal  goods.  The  United  States 
is  Australia's  largest  source  of  imported  goods  and  the  Ignited  States 
has  consistently  over  many  years  had  a  trade  surplus  in  its  favor 
with  Australia, 

Tlie  land  area  of  Australia  is  approximately  id+^ntical  witli  that  of 
mainland  United  State-s  exchiding  Ahuska,  ntimely  iJ  million  scpmm 
miles.  Almost  half  of  the  Australian  continent  lies  north  of  the  Tropic 
of  Capricorn  (latitude  2^  lA  degrees  soutli),  and  it  is  within  that 
area  tliat  the  bulk  of  Austi-alian  siigai-  ift  produeed — along  the  fertile 
tropical  littoral  of  the  northeastern  coast  facing  tlie  I*acific  Oreaiu 
Tlie  population  of  tliis  half  of  the  Australian  Con t incut  is  400,000, 
nearly  iO  percent  of  whom  are  settled  in  the  sugar  districts.  The 
hulk  of  the  populatiojy  in  the  northern  half  of  Australia  is  dependent 
direetly  or  indirectly  on  the  sugar  industry.  » 

The  sugar  industry  also  has  a  defense  significance  in  peopling  tlio 
northeast^i'n  coastline  and  in  consequence  became  tlie  basis  for  estab- 
Irshment  of  roads,  railways,  airfields,  power,  facilities^  nnd  Hncillary 
light  industTies.  The  development  of  cities  and  deepwater  ports  on 
the  vital  northeastern  coast  of  Australia  largely  came  about  because' 
of  the  sugar  industry. 

LtMrra  on  oiveesification 

The  8,(X)0  family  farms  growing  the  cane  in  Australia  average 
about  100  acres,  with  over  70  pei'cent  of  those  farms  being  less  in  si/je 
than  the  industiy  average.  Over  one-quarter  million  pt"^!*!*^  are  di- 
i*ectly  and  indirectly  dependent  on  this  monoculture  industry, 

Dirersification  out  of  sugar  production  in  a  developed  country  liko 
Australia  has  been  investigated  on  a  numljcr  of  occasions  in  deptli. 
The  consensus,  nationally,  has  been  and  remains  that  no  altoi-imttve 
commercial  enterprise  otfers  a  better  opportunty  for  em))loynient 
and  a  more  viable  economic  base  for  tin?  region  than  does  sugar.  For^ 
Australia,  thert^fore,  and  for  strategic  considerations  in  the  Asian 
area  and  the  southwest  Pacific  basin,  a  viable  Australian  sugnr  in- 
dnstiy  has  importance  and  significance  in  the  realm  of  inteniational 
affairs. 

rMTOHTANCE  OF  SUOAH  EXP011T9 

Exports  of  stiijar  currentlv  average  between  4  and  5  percent  of  tliP 
total  value  of  Australia's  exporta  However,  Rmrar  is  the  principnl 
agricultural  industrv  in  Queensland,  which  State  cnvei^s  approxi- 
niately  one-quarter  of  the  land  area  of  AuRtndia.  The  value  of  smrflr 
production  represents  about  rV»  percent  of  that-  S^ate^s  a/rricuUuml 
products  and  -^5  percent  of  the  value  of  Queensland's  exnorts. 

The  need  for  economic  development  of  northern  Austi*a]ia,  in- 
chu^ing  the  State  of  OueeuRland.  is  pressing?  and  cnmnelling.  TIip 
Federal  Government  of  Australia  has  created,  under  a  senior  cabinet 
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minister,  a  new  Department  of  Northern  Development.  This  depart- 
jnent's  energies  have  been  heavily  directed  towards  resolving  the  long- 
terna  problems  confronting  the  Australian  sugar  industry,  of  which 
the  increasing  dependence  of  the  industry  on  the  world  free  market, 
is  the  outstanding  factor. 

If  the  United  States  were  to  abandon  its  current  quota-type  pro- 
gram for  open  commercial  trading,  it  would  be  so  disruptive  as  to 
cause  near  chaos  in  world  sugar  markets.  For  Australia,  abandon- 
ment would  increase  dependence  on  the  volatile  free  market  and 
provide  furtlier  incentive  to  negotiate  long-term  bilateral  agreements 
to  mitigate  that  uncertainty.  Reasonable  protection  against  inflating 
costs  of  production  in  Australia  and  against  exchange  risks  cannot, 
in  present  circumstances,  be  provided  by  commercial  enterprises 
alone  but  will  require  the  backing  of  the  government  of  the  im- 
porting country  concerned.  It  is  this  type  of  bilateral  arrangement 
that  is  currently  being  discussed  with  suppliers  by  a  number  of  the 
major  importers  historically  relying  for  their  supplies  on  the  world 
f  i-ee  market. 

Australia  earnestly  hopes  that  Congress,  acting  primarily  in  the 
self-interest  of  the  tmited  States,  will  retain,  on  a  long-term  basis, 
tlie  anain  provisions  of  its  outstandingly  successful  current  Rugar 
program.  This  program,  modified  to  give  added  increasing  reliance 
upon  proven  reliable  foreign  suppliers,  can,  we  are  confident,  effec- 
tively insulate  the  Tmited  States  against  interniption  to  the 'orderly 
flow  of  adequate  supplies  or  threats  of  shortage  which  we  believe 
will  continue  for  some  years  to  come. 

Australia  is  in  a  spex?ial  position  to  help  reduce  the  risks  just  out- 
lined and  offers  to  supply  a  quota  of  400,000  to  500,000  tons  annually 
for*  the  5  years  107r>-79  under  an  extension  of  the  T'^.S.  Sugar  Act. 

Mr.  Chairman,  the  committee  requested  that  we  prepare  some  data 
on  wage  rates  in  Australia,  particularly  for  the  sugar  industry,  and 
romparino"  those  wacre  rates  with  other  industries.  I  have  the  informa- 
tion to  submit  to  the  committee.  For  the  committee's  information, 
fieldworkers'  wages  in  the  sugar  industry,  fieldworkers  up  to  mill- 
workers,  range  from  $8  to  almost  $4  an  hour.  We  have  also  figures  com- 
paring the  average  weekly  income  of  sugarworkers  with  overall  weekly 
earnings  of  workers  in  Australia.  The  weekly  wages  and  the  earnings 
in  the  sugar  industry  because  of  overtime  during  harvesting  run  from 
about  $285  to  $e385  a  week.  I  will  be  glad  to  submit  that  for  the  record 
if  the  chairman  would  desire. 

The  Chairmax.  Thank  you,  Mr.  Barnard.  We  will  put  that  in  the 
files  of  the  committee.  We  Appreciate  your  making  it  available. 

Mr.  Barnard.  Thank  you. 

TThe  data  referred  to  may  be  found  in  the  files  of  the  committee.] 

The  Chairmax.  You  understand  our  procedure  as  to  remaining 
liei-e  until  we  finish  with  the  witnesses. 

Mr.  Barnard.  Yes,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Barnard. 

The  next  witness  will  be  Mr.  J.  C.  Trippe,  attorney  at  law,  repre- 
senting the  Government  of  Malawi. 
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STATEMENT  OF  JERRY  C.  TRIPRE,  REPRESENTING  THE 
GOVERNMENT  OF  MALAWI 

iMi\  TKirPE.  My  name  is  iJeiry  C,  Trippe,  I  am  an  attoniej  practicing 
law  in  Washington,  D.C,  I  am  rp^risterpd  ^vitli  the  Department  of 
Justice  in  accordance  with  Foreign  Agc^nts  Registration  Act  of 
1938^  as  amended,  I  am  appearing  here  today  as  the  rcpresentath^e 
of  the  Gox'ernment  of  Malawi  to  request  that  Malawi's  sugar  qiiotn 
be  increased  from  15,000  tons  to  30,000  tons, 

Mr.  Chairman,  this  committee  proposed  the  first  sugar  quota  for 
Malawi  during  the  Sugar  Act  deliberations  in  1971*  Subsequently, 
the  1971  amendinentK  provided  a  quot4i  for  Malawi  to  take  effect  in 
1973.  I  believe  that  the  action  talvcn  by  the  U.S.  Congress  in  1971  in 
granting  a  quota  to  Malawi  produced  the  very  results  which  this 
committee  sought  from  its  allocations  of  quotas  tmder  the  Sugar  Act 
legislation, 

Fi?^,  Malawi  supplied  its  1973  qnota  avocation  of  sugar  to  the 
United  States  in  a  timely  manner  and  added  a  small  amount  in  re- 
sponse to  increased  l^,S,  rcqnirements  late  in  the  year.  In  order  to 
fill  the  quota  the  Malaw*i  susrar  industry  was  required  to  undertaks 
an  expansion  program  which  it  be,pfan  in  late  1971,  Kconomists  and 
agricultural  planners  in  Malawi  had  advipod  against  significant  ex- 
pansion t>eyond  that  required  for  domestic  conF^imiption  without  a 
guaiunteed  market  at  a  reasonable  price  and  it  is  very  unlikely  that 
tlte  program  would  have  been  undeitaken  at  the  present  rate  witli- 
out  the  T^.S.  quota,  Tlie  result  w^as  a  4  percent  addition  to  Malawi's 
vitally  important  exportr  revenues  for  1973.  Fn  con  raged  by  this  de- 
rplopment  Malawi  has  now  made  nlans  for  doubling  the  productinii 
of  its  existing  operation  and  for  opening  up  a  new  project  in  a  pro- 
vioTisly  imdeveloped  sector  of  Malawi.  Under  these  plans  they  forp- 
see  the  i^rodnction  of  approximately  200,000  tons  of  sugar  by  197P. 

Tn  addition  to  encouraging,  if  not  in  fact  makinrr  nossible.  tlip 
development  of  important  new  sugar  production  facilities  at  a  time 
when  predictions  are  for  long-rnn  world  short agf^s.  the  granting  of 
the  quota  to  Malawi  ha^s  given  strengtli  to  and  briirhtened  the  futitre 
for  a  small  democracy  in  Africa  which  was  given  little  chance  for 
survival  wdien  it  gained  its  independence  in  19fi4,  Moreover,  Malawi 
is  a  very  special  African  country.  In  contrast  to  the  majority  of  its 
neighbors  it  is  pro-lYest  and  has  no  relations  witli  anv  CommnniF^ 
State.  Malawi  has  sup]K>rted  the  United  States  on  key  internatioafll 
issues  and  only  recently  refused  to  brealf  otf  relations  with  Israel  in 
response  to  Arab  oil  pTTSsures.  Fqually  important  in  terms  of  world 
stability  Malawi  has  set  an  independent  course  among  Africim  na- 
tions in  steering  away  from  racial  confrontation  and  toward  contact 
and  discussion  in  its  dealings  with  Rhodesia,  South  Africa,  and 
^^loxambique. 

Those  who  have  come  before  this  committee  suggesting  that  tlw 
Sugar  Act  merely  creates  international  difliculties  for  the  UnitM 
States  seem  to  be  missing  the  point.  The  allocation  of  sugar  quotsiS 
can,  of  coui-se,  be  damaging  to  IT.S,  interests,  if  handled  impraperly. 
However,  this  is  true  of  almost  all  significant  actions  in  our  foi^ifT" 
relations.  On  the  other  haiidj  when  applied  w^ith  skill  and  when 
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based  upon  meaningful  consideration  such  as  those  introduced  into 
these  proceeding  in  1971  the  allocation  of  sugar  quotas  can  be  a 
powerful  and  effective  force  for  the  United  States. 

I  would  now  like  to  address  the  specific  questions  raised  by  the 
Committee  on  Agriculture  in  its  notice  to  prospective  witnesses  of 
February  4,  1974. 

REASONS  FOR  DESIRING  TO   CONTINUE  PARTICIPATION  IN   THE  U.S.    SUGAR 

PROGRAM 

Sugar  is  a  new  industry  in  Malawi,  its  beginning  dates  back  only 
to  1965.  Like  other  new  industries  in  newly  developing  countries  it 
must  offer  assurances  of  success  before  the  limited  i-esources  of  that 
country  can  be  devoted  to  its  establishment.  Initially  the  feasibility 
of  sugar  production  was  based  upon  domestic  consumption  require- 
ments, and  development  began  on  that  basis.  A\nien  this  goal  was 
achieved  Malawi  looked  at  the  economic  feasibility  of  expanding  its 
facilities  for  production  for  an  export  market.  Their  conclusions 
were  that  such  an  investment  would  be  justified  only  if  Malawi  could 
have  a  gauranteed  market  for  its  sugar  at  a  reasonable  price.  It  was 
decided  at  that  time  that  if  a  significant  U.S.  quota  could  be  ob- 
tained expansion  would  be  undertaken.  A  15,000-ton  quota  was  given 
to  Malawi  in  the  1971  amendments  to  tlie  Sugar  Act  and  an  expan- 
sion pro<Tram  was  initiated.  In  1973,  the  first  year  of  Malawi's  quota, 
they  satisfied  both  the  U.S.  quota  and  their  own  domestic  require- 
ments. 

Deliveries  of  sugar  to  the  United  States  in  1078  accounted  for  over 
4  percent  of  Malawi's  total  exports.  This,  combined  with  the  success 
of  the  sugar  industry  in  Malawi,  1ms  encx>uraged  the  Government  of 
Malawi  to  look  ahead  to  further  expansion.  Current  plans  are  to 
expand  the  original  project  in  the  I^^ower  Shire  Valley  to  two  times 
its  current  production  by  1976.  In  addition,  the  crovernment  studied 
the  feasibility  of  producing  sugar  in  other  undeveloped  sectors  of 
the  coimtry.  They  have  now  chosen  the  Dwangwa  Delta  in  central 
IMaJawi  for  their  next-  sugar  project  and  current  plans  are  for  be- 
ginning production  there  in  1977  with  eventual  production  of 
110,000  tons.  However,  the  feasibility  of  continued  expansion  of  the 
Ix)wer  Shire  Valley  project  and  the  development  of  the  Dwangwa 
Delta  is  related  directly  to  Malawi's  ability  to  obtain  a  guaranteed 
market  for  a  significant  portion  of  the  sugar  produced  from  which 
it  can  expect  a  reasonable  return. 

Since  Malawi  does  not  have  a  Commonwealth  quota  nor  doe.s  it 
participate  in  any  other  special  arrangement,  except  for  the  U.S. 
sugar  quota,  the  viability  of  the  existing  sugar  industry  in  Malawi 
depends  in  great  part  on  the  continuation  of  their  T^.S.  quota.  More- 
over, a  decision  to  move  ahead  with  its  expansion  projects  is  greatly 
dependent  upon  an  increase  in  its  current  quota  to  justify  the  neces- 
sary investments. 

PERFORMANCE  RECORD  UNDER  THE  EXISTING  U.S.  SUGAR  ACT 

The  Government  of  Malawi  reaffirms  its  commitment  to  fulfill  its 
current  final  adjusted  quota  for  1974  to  the  U.S.  market. 
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The  Sugar  Act  amendments  of  1971  granted  a  qnotii  of  15,000  toi 
to  Malawi  begiimin^  in  aileiidar  year  It^T^.  This  was  dosigiied  i 
paralk'l  the  expansion  program  projected  by  Malawi.  Tlie  iinal  quota  | 
for  Malawi  in  1973  after  adjufttments  for  allocations  of  shortfalls  < 
knd  with  the  addition  of  676  tons  provided  on  a  first  come,  first  | 
served  basis  in  Deconiljor  was  15,71B  tons,  Dne  to  losses  incuri'ed  in 
transit  the  actual  outturn   weight  of  the  shipmt^nts  made  to  the 
United  States  in  1973  was  15,006  tons. 


ASSUEAJfCES  FOB  COKTIKtJED  FRlORlTr  PKKPDH31AKCE  IN  THE  FITITTHE 
TO  TIIE  tr-S,  M.UIKET 


^M  The  Cavern ment  of  Malawi  gives  its  assurance  that  it  will  con- 
^M  tiinie  t43  givT  priority  to  supplying  sugar  to  the  l^.S,  market.  This 
^1  ine hides  delivery  of  quota  anioitnts  as  well  as  additional  siigar  which 
^1  might  l>e  re<] nested  during  periods  of  short  supply.  Malawi  considcT's 
^f  its  poaition  iis  a  U.S.  sugar  quota  liolder  to  be  of  vital  importance  to 
the  continued  expansion  of  its  sugar  industry  and  considt^rs  its  pni- 
dent  business  judgment  not  to  take  actions  inconsistent  with  the 
]o]ig-term  continuation  of  that  relationship- 


PEHFORMAXCE  C.^PABILrTT 

Malawi  shall  set  aside  reserves  tc  meet  its  yearly  quota  and  autici* 
pated  yeai'ly  adjustments* 

Ahlioiigli  Malawi  lias  only  been  involved  in  the  pi'oducHon  of 
sugar  since  1965  it  must  rate  high  as  a  dependable  supiilier  of  suirar 
to  the  United  States.  Fii-st^  the  cliaracter  and  policy  of  the  Goveni- 
ment  and  people  of  Malawi  are  such  that  the  Uiiited  States  can 
count  ux»on  them  in  a  time  of  need-  Malawi  has  always  been  ii 
staunch  supjKyrter  of  the  United  States  and  thei^e  is  every  reason  to 
believe  this  will  continue  to  be  the  case  in  the  future.  Equally  m^ 
portent,  honesty,  realism,  and  forthriglitness  have  lieeu  made  Hie 
©ornei"stone  of  Malawi  domestic  and  foreign  policy.  As  a  result  the 
fTOvernment  of  Malawi  has  a  strong  i*eputation  in  the  international 
community  for  integrity  and  dependability; 

In  addition.  Malawi  has  a  combination  of  climatic  and  soil  con- 
ditions whicli  make  it  ideal  for  growing  sugar.  ThCvSe  combined  with 
an  exfx^rienced  sugar  production  team  at  SUCOMA  and  a  large  and 
stable  work  force  have  been  responsible  for  Malawi's  abilitv  to  raet't 
its  schedule  for  satisfying  domestic  sugar  require^ients  and  for  sup- 
pi  yiufr  the  VS.  sugar  quota  in  1973* 

197^1  marks  the  midpoint  in  the  planned  expansion  of  the  original 
Malawi  sugar  project  in  the  Lower  Shire  Valley-  1 1,1(^0  fimx*s  were 
planted  in  I^^IZ  and  the  factory  crushing  capacity  was  expanded  tfl 
1041  tons  i>er  hour.  The  total  amount  of  sugar  produced  was  54.000 
tons.  In  1975  when  the  planned  expansion  program  is  to  lie  com- 
pleted  t  lie  re  will  I>e  SH^l-CX*  acres  of  cane  planted  and  the  factory 
cruslnng  capacity  will  have  been  increased  to  2W  tons  per  hour.  It  is 
projected  that  the  197o  crop  will  produce  111,0(M)  tons  of  sngan  In 
addition  to  the  estate  development  a  small  tenant  outgi'ower  program 
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is  planned  to  begin  in  1976.  This  will  be  brought  on  at  a  rate  of  100 
to  400  acres  per  year,  eventually  comprising  2,000  acres. 

A  new  sugar  development  is  being  planned  for  the  Dwangwa 
Delta  north  of  Nkrota  Nkhota  on  Lake  Malawi.  This  involves  15,000 
acres  to  be  devoted  to  estate  development  and  10,000  acres  for  small 
tenant  outgrowers.  The  factory  to  be  constructed  at  Dwangwa  will 
have  a  potential  production  capacity  of  120,000  tons.  If  the  plan 
goes  ahead,  it  is  expected  that  20,000  tons  of  sugar  will  be  produced 
in  1977,  40,000  tons  in  1978,  and  80,000  tons  in  1979. 

The  total  Malawi  production  during  the  5  veai-s  l:)p,2rinning  in 
1975  is  projected  to  be  as  follows r^  1975,  86,000* tons:  1976.  111,000 
tons;  1977,  133,000  tons;  1978,  154,000  tons;  and  1979,  196,000  tons. 

Sugar  is  currently  shipped  by  rail  in  bags  to  the  Indian  Ocean 
port  of  Beira,  Mozanubique.  Bulk  handling  facilities  are  to  be  in- 
stalled at  P^ira  in  the  near  future.  In  shipping  the  1073  quota  a  lo«d 
rate  of  2,000  tons  per  day  was  achieved.  Storage  facilities  exist  at  the 
sugar  esta/te  and  at  Beira.  At  this  time  there  is  storage  capacity  for 
one  full  cargo,  15,000  tons  at  the  port  of  Beira.  Storage  facilities  are 
to  be  expanded  in  parallel  with  the  expansion  of  planting  and  pro- 
cessing. 

The  Dwangwa  Delta  proiect  will  be  served  by  a  rail  link  to  Ncala 
in  Mozambique.  The  port  facilities  are  new  and  roughly  equivalent 
to  Beira. 

Malawi  was  not  fac^d  with  shipping  difficulties  in  moving  its  first 
quota  to  the  United  States  in  1973  and  anticipates  continued  ability 
to  make  timely  sliipments. 

ACTUAL  OR  EXPECTED  SPECIAL  ARRANGEMENT  COMMITMENTS 

Malawi  has  no  actual  or  expected  speeial  arrangement  commit- 
ments for  the  period  from  1974  throufi:h  1979  with  the  single  excep- 
tion of  the  possibility  of  a  quota  under  a  new  International  Sugar 
Agreement.  Tlie  quota  for  Malawi  discussed  in  Geneva  during  the 
last  International  Suffar  Act  negotiations  was  15,000  tons.  In  ac- 
cordance with  Malawi's  expansion  plans  they  would  be  in  a  position 
to  satisfy  a  U.S.  quota  of  «30,000  tons  and  an  International  Sugar 
Act  quota  of  15,000  tons  from  1976  onward.  Under  any  circum- 
stances, however,  if  a  shortfall  did  occur  during  any  year  during 
which  Malawi  had  a  U.S.  sugar  quota  the  U.S.  market  would  be 
given  priority. 

THE  NATURE  OF  MALAWl's  SUOAR  INDUSTRY 

The  production  of  sugar  in  Malawi  is  currently  carried  out  by 
a  single  organization,  the  Sugar  Corporation  of  Malawi 
(SUCOMA),  a  privately  owned  company  incorporated  in  Malawi. 
SUCOMA  is  a  wholly  owned  subsidiary  of  Lonrho  Ltd.  of  London. 
SUCOMA  has  entered  into  an  agreement  with  the  Government  of 
Malawi  under  which  SUCOMA  agrees  to  produce  sugar  to  meet 

^Mala-wi's  past,  current  and  5-year  projected  acreage  and  sugrar  production  Is  set 
forth  on  p.  5  of  the  supplemental  information  which  may  be  found  in  the  committee  files. 
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Malawi's  domestic  r'eqiiirements  at  a  sot  price,  and  the  Oo\'ernme^  j-j^ 
of  Malawi  ii^rees  tlmt  all  Malawi-s  Riigar  requirements  will  be-  sap- 
plied  bv  SUCOMA.  In  addition,  the  Ooveroment  of  Malawi  atrrt?ev 
to  use  its  best  efforts  to  obtain  exterjial  markets  for  sugar  produced 
in  cx^-ess  of  domestic  requirements. 

The  agreement  bt^tween  the  Government  of  Malawi  and  SITCOMA 
is  consistent  with  the  Government's  plan  to  interest  foreitni  enter- 
prises  iJi  investing  in  Malawi's  development.  It  is  also  consistent 
witli  nnmeroiis  a/rricultnral  studies,  wliich  eonclnde  that  agricuhuml 
development  in  tbt*  Lower  Shii-e  Valley  mnst  bp  l>iiscd  on  estate 
operations  rather  than  small  holder  forming.  A  small  tenant  out- 
grower  program  will  barrin  in  tD76  building  fit  100  iicr<^s  per  yp^r 
lip  to  i>/KK»  acres.  SFCOMA  will  assist  these  small  holder  groT\Trs 
ill  the  manaL**ement  of  their  crops  and  the  caJie  will  be  processed  bv 
the  SUrOMA  faetoiT. 

Tlie  Govern nipnt  of  Ma^nwi  is  rnrrently  final izinjr  its  v>la"*^  for 
tl>e  devo1o[)nient  of  a  secoTid  sugar  project  in  the  Dwangwa  DpUju 
Thev  hnve  discussed  tl>is  pn>iect  with  several  interested  sugar  grower 
organizations  and  will  enter  into  a  cx>ntract  wifh  one  of  them  later 
tliis  year.  The  Dwnnirwa  Delta  nrojcet  %vill  be  developed  mucli  in 
the  same  manner  a*^  the  Lower  Shire  Vallev,  Initially  an  estate  will 
be  established  on  15/K)0  acres  of  Innd  and  a  faetorv  will  be  bnitt. 
Later  small  tenant  ontgrowors  will  occupy  about  10,000  aciTS  anrl 
snrinlv  cane  to  ttie  estate  factory. 

The  sharingr  of  benefitf^  from  the  sugar  industrv  in  ]\fn!nwi  is  very 
broad.  The  I^wer  Sliire  VaUev,  the  location  of  the  SI'^COMA  es- 
tate, has  always  lieen  one  of  the  poorest,  least  develojK^d  arenas  in 
Malawi.  Its  population  density  is  100  per  square  mile,  almof?t-  three 
times  as  great  as  in  neighboring  conn  tries,  Tntil  th*^  SUCOAL^ 
estate  began  operRtions  in  196(>,  opportunities  for  regular  paid  em- 
ployment for  the  280,000  inhabitfints  of  this  area  were  almost  non* 
existent.  With  few  except ioiis,  the  work  force  was  involved  in  sui^ 
sistence  farming,  Tlie  average  cash  income  per  year  was  under  fl-'i 
compared  to  a  $35  a  vera  ire  for  Malawi  as  a  whole. 

In  lf>70,  prior  to  obtaining  the  U.S.  suiiar  qiiota^  SX^COMA  em- 
ploved  ^ftOO  Malawi ans  on  the  estate.  Today  there  are  4,500  and  in 
1977  there  will  be  5,500,  The  distribution  network  associated  witli 
the  SI^COMA  opei-ation  employs  another  ^^,000.  Thei-e  has  been  otlit*r 
infrastmcture  established  including  a  villaire  for  support  of  the 
SIMOOM  A  work  force,  which  contains  over  BO  shops  which  employ 
250  Malawians.  Tliose  working  on  the  estate  also  nuist  purchase  tooi 
M^hieh  is  grown  and  sold  to  local  retail  stores  by  small  holder  farniei^ 
in  the  larea. 

The  Dwangwa  Delta  project  is  expected  to  employ  4.000  cmploypea 
bv  1970,  In  addition,  a  similar  infrastructure  to  that  in  the  Ijower 
Slnre  Valley  will  lie  created. 

In  1970  when  the  Lower  Shire  Valley  expansion  has  be^n  com- 
pleted  and  the  DAvangwa  Delta  project  is  well  underway,  computing 
at  the  rate  of  four  dependents  per  family,  over  70,000  people  in 
JIalawi  will  depend  upon  the  sugar  industry  for  their  living. 
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On  the  SITCOMA  estate  increasing  progress  has  been  made  in  the 
realization  of  jobs.  T^ocal  Malawians  now  bold  senior  positions,  such 
3  personnel  manairer,  chief  chemist,  and  field  section  managers.  In 
^70  there  were  500  semiskilled  jobs  held  by  Malawians.  Today  the 
umber  is  1.4^50  and  850  Malawians  are  in  training  for  skilled  or 
imiskilled  jobs  at  all  times,  and  at  all  levels. 

In  Malawi  the  Government  sets  the  maximum  wage  rate  for  work- 
rs  in  particular  activities  such  as  aerriculture.  Nevertheless, 
J'^COMA  workers  are  paid  higher  wages  than  Malawians  employed 

I  other  agricultural  sectors  in  Malawi.  For  example,  the  average 
lonthly  wage  for  field  workers  fiit.  SITCOM  A  is  $17.62.  For  workers 

II  other  areps  of  agriculture  and  forestrv  it  is  $11.26.  The  difference 
5  accomplished  through  pavment  of  incentive  bonuses  which  have 
»een  approved  by  the  Government.  SITCOMA  workers  also  obtain 
•ne  free  meal  per  day,  which  is  not  the  case  in  other  agricultural 
ectors. 

SITCOMA  also  provides  extensive  frinsfe  benefits  to  estate  work- 
rs  and  their  families.  These  inHude  free  housing,  medical  attention, 
chooling,  and  recreational  facilities.^ 

»IALAWl's  ATTITUDE  TOWARD  THE  UNITED  STATES  AND  ITS  TRE.\TMENT  OF 

U.S.  CITIZENS 

Malawi  does  not  now  nor  has  it  ever  discriminated  afrainst  U.S. 
*itizens.  There  have  Ix^en  no  cases  of  expropriation  of  property 
n^ned  bv  U.S.  citizens  in  Malawi. 

Malawi,  a  former  British  protectorate,  gained  its  full  indepen- 
loncp  on  Julv  6,  1064.  A  democratic  form  of  nrovemment  based  upon 
lie  British  Parliamentiary  system  was  established.  Dr.  H.  Kamuzu 
'^anda  who  led  Malawi's  struggle  for  freedom,  became  their  first 
Resident. 

Malawi  pursues  a  foreign  policv  based  upon  opposition  to  Com- 
nimism  and  identification  with  the  West.  Malawi  has  no  relations 
A'ith  any  Communist  state.  President  Banda  continues  to  express  his 
leep  concern  over  growing:  Communist  ac/tivities  in  the  Middle  East, 
Tnclian  Ocean  and  neighboring  African  countries. 

Malawi  has  a  long  record  of  support  for  U.S.  positions  on  inter- 
national questions.  President  Banda  consistently  and  publicly  sup- 
ported ILS.  policv  in  Indochina.  Malawi  has  also  supported  the 
1^S.  Txxsition  on  the  Middle  East.  Rex*ently,  in  contrast  to  its  close 
neighbors  in  Africa,  Malawi  refused  to  knuckle  under  when  faced 
witli  an  Arab  oil  boycott,  and  continues  to  have  diplomatic  relations 
with  Israel. 

President  Banda  has  made  a  significant  contribution  to  inter- 
national order  by  his  persistent  insistence  upon  contact  and  dialog  as 
{lie  most  effective  way  to  deal  with  racial  problems  in  Africa.  In  his 
initial  speech  to  the  Organization  of  African  Unity  (OAU)  as  the 
leader  of  an  independent  Malawi,  Dr.  Banda  told  his  African  neigh- 
l>ors  and  the  world  that  his  country  would  not  support  a  policy  based 

^r»('tPils  of  the  frinpre  benefits  provided  by  SUCOMA  are  set  forth  on  p.  7  of  the 
^"I'plemental   information  which  may  be  found  in  the  committee  files. 
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upon  denunciation,  isolation,  boycott,  and  threats  of  armed  force  in 
attempting  to  resolve  problems  with  Rhodesia,  South  Africa,  and 
Mozambique.  He  agreed  wholeheartedly  with  the  goal  they  were 
trying  to  achieve,  but  did  not  believe  that  the  threat  of  war  was  the 
way  to  achieve  it.  Malawi  has  continued  to  advocate  and  implement 
this  policy.  In  1971  President  Banda  became  the  first  leader  of  a 
black  African  country  to  pay  a  state  visit  to  South  Africa.  He  re- 
ceived an  enthusiastic  reception  by  both  black  and  white.  President 
Banda  became  the  first  black  African  to  speak  at  Stellenbosch,  the 
Oxford  of  South  Africa.  Since  then  others  have  been  invited  and 
have  appeared.  Six  months  later,  Dr.  Fouche  the  President  of  South 
Africa  visited  Malawi.  Today  Malawi  is  still  the  only  black  African 
nation  to  have  relations  with  South  Africa. 

President  Banda  has  not  followed  his  policy  of  contact  and  dialog 
with  the  white  governments  of  Rhodesia,  South  Africa,  and  Mozam- 
bique as  an  expression  of  friendship  to  the  United  States.  Nor  have 
other  policies  and  actions  of  the  Government  of  Malawi  in  support 
of  U.S.  objectives  been  done  for  that  purpose.  However,  these  actions 
do  indicate  an  extraordinary  responsibility  in  international  aflfairs 
and  a  commonality  of  goals  with  the  United  States  and  provide  the 
basis  for  an  important  and  lasting  relationship  between  the  two 
countries. 

WORU)  MARKET  SALES  FOR  THE  PAST   3   ITEARS 

Malawi's  world  market  sugar  exi>orts  for  the  years  1971,  1972  and 
1973  were  as  follows : 


Portugal 

Zambia 

Toto 

1971 

1,995 

1.S66 
51 

3,161 

1972... 

4,076 

hn 

1973 

4,564... 

iw 

Total 

12,552 

STATUS  OF  Malawi's  domestic  consumption 

Malawi's  domestic  consumption  of  sugar  since  1971  with  projections 
through  1979  is  as  follows : 

Actual : 

1971 38, 730 

1972 35, 823 

1973 40, 185 

Projected : 

1974 46, 000 

1975 50,000 

1976 56,000 

1977 ^ 61, 000 

1978 67, 000 

1979 73, 000 
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50CIAL  AND  ECONOMIC  PROFILE  OF  MALAWI  AND  THE  IMPORTANCE   OP  A 

U.S.  SUGAR  QUOTA 

Malawi  has  a  population  of  4.8  million  and  a  population  growth 
rate  of  3  percent  per  year.  Malawi's  population  density  is  one  of  the 
hiighest  in  Africa.  Blantyre,  population  of  110,000  is  the  largest  city 
and  principal  commercial  and  industrial  center.  The  capital  is  being 
moved  from  Zomba  in  the  south  near  Blantyre  to  Lilongwe  the  re- 
gional headquarters  of  the  central  region.  Malawians  are  67  percent 
animist  with  the  remainder  Christian  and  Moslem. 

The  economy  of  Malawi  is  and  will  continue  to  be  based  pre- 
dominately upon  agriculture.  The  country  does  not  have  significant 
mineral  resources  and  lacks  large  scale  manufacturing  enterprises. 
87  percent  of  the  people  of  Malawi  are  engaged  in  agriculture, 
mostly  subsistence  farming,  and  all  of  its  exports  are  agricultural. 
In.  spite  of  its  largely  agricultural  economy  and  lack  of  natural  re- 
sources Malawi  has  been  able  to  maintain  a  good  level  of  growth, 
averaging  6.5  perecnt  per  year  over  the  last  6  years.  The  gross  domes- 
tic product  in  1973  was  $480  million  with  a  per  capita  income  of 
$100.00.  Exports  in  1973  totalled  $75  million  and  imports  $124  mil- 
lion. Malawi's  principal  exports  were  tobacco,  $33  million  and  tea, 
$14  million.  Sugar  exports  were  $3.09  million. 

Malawi  has  consistently  run  a  trade  deficit,  in  1973  amounting  to 
$49  million.  The  government's  development  program  is  designed 
mainly  to  increase  agricultural  productivity  so  that  Malawi  can  pay 
its  own  way.  It  is  the  government's  policy  to  pursue  infrastructure 
and  agricultural  projects  rather  than  social  services.  The  develop-. 
ment  program  for  1973-74  of  to  $42.2  million  is  divided  as  follows: 
$10.3  million  to  agriculture ;  $8.7  million  to  transport ;  $4.8  million  to 
|overnment  building;  $2.1  milion  to  education.  $32.7  million  of  the 
|42.2  million  comes  from  foreign  donors. 

The  sugar  exports  to  the  United  States  in  1973,  the  first  under 
their  quota,  accounted  for  over  4  percent  of  Malawi's  total  exports. 
This  is  by  far  the  most  significant  addition  made  to  Malawi's  export 
inventory  in  1973  and  is  an  example  of  the  type  of  development  that 
must  be  encouraged  if  Malawi  is  to  become  a  full  paying  member  of 
the  international  community.  This  is  the  basis  for  Malawi's  con- 
tinued expansion  of  sugar  production.  However,  the  planned  expan- 
sion is  probably  not  warranted  without  a  guarantee  that  a  significant 
portion  of  the  sugar  produced  can  be  sold  at  a  reasonable  price.  The 
U.S.  Sugar  Act  gives  this  guarantee  to  its  quota  holders  and  by  so 
doing  reduces  substantially  the  investment  risks  involved  for  a  de- 
veloping country  like  Malawi. 

The  Malawi  quota  under  the  1971  amendments  to  the  Sugar  Act 
made  expansion  of  sugar  production  in  the  Lower  Shire  Valley  pos- 
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sible.  It  is  very  unlikely  that  it  would  have  been  undertaken  other 
wise.  The  same  is  now  true  for  further  expansion  both  in  the  Lowe 
Shire  Valley  and  at  the  Dwanga  Delta.  An  addition  of  15,000  ton 
to  the  Malawi  quota  will  assure  that  the  new  areas  will  be  viable  am 
that  their  development  will  be  pursued. 

CONCLUSIONS 

Malawi  not  only  would  like  to  continue  to  paiticipate  in  the  III? 
sugar  program  it  would  like  to  significantly  increase  its  commitmen 
to  it.  The  existing  quota  of  15^000  tons  is  directly  responsible  fo 
expansion  of  the  Malawi  sugar  program  from  one  designed  to  mee 
domestic  requirements  in  1971  to  one  which  accounted  for  4.1  percen 
of  Malawi's  export  revenues  in  1973.  Since  Malawi  is  without  min 
oral  resources  and  large  industrial  development  it  must  rely  on  agri 
cultural  developments  like  sugar  in  the  Lower  Shire  Valley  for  it 
growth  and  they  are  in  an  ideal  position  to  do  so.  Malawi  has  ex 
cellent  soils,  abundant  water  and  a  large  stable  work  force. 

Politically,  Malawi  pui-sues  a  foreign  policy  of  opposition  t* 
communism  and  identification  with  the  west,  in  contrast  to  some  a 
its  near  neighbors.  President  Banda  has  publicly  noted  his  great  con 
cern  over  growing  Communist  activities  in  the  Middle  East,  Indiai 
Ocean,  and  Africa.  Malawi  continues  to  have  relations  with  Israe 
even  in  the  face  of  the  threat  of  an  Arab  oil  boycott. 

Malawi  has  also  had  a  moderating  effect  on  the  racial  tensions  ii 
Africa.  President  Banda's  outspoken  policy  of  contact  and  discussioi 
with  Rhodesia,  South  Africa,  and  Mozambique  has  produced  result 
on  both  sides,  most  recently  in  South  Africa  during  and  following 
his  state  visit. 

Malawi  is  a  country  pursuing  goals  which  are  consistent  witl 
United  States  interests  and  world  peace  and  stability.  It  is  also  i 
country  dependent  for  its  livelihood  on  the  success  of  its  agricultura 
developments.  However,  Malawi  does  not.  have  any  guaranteed  mar 
ket  for  its  sugar  other  than  its  U.S.  sugar  quota  and  is  not  in  a  posi- 
tion to  risk  the  inve>stments  required  for  significant  expansion  of  itJ 
sugar  operations  without  such  a  guarantee,  regardless  of  today's 
prices.  An  expanded  U.S.  quota  will  provide  the  encouragement  they 
need  to  move  ahead. 
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The  Chairman.  Thank  you  very  much  for  your  statement. 

Is  thei-e  anyone  present  who  is  scheduled  later  in  the  week  wtzno 
would  like  to  make  a  presentation  right  now  ? 

[No  response.] 

The  Chairman.  If  not,  we  will  ask  all  of  our  witness  to  return 
the  table  and  we  will  allow  our  members  to  question  them  en  bL 

Mr.  Foley,  do  you  have  any  questions? 

Mr.  Foley.  No  ;  Mr.  Chairman. 

The  Chairman.  Mr.  Goodling? 

Mr.  GooDLiNo.  I  have  no  questions,  Mr.  Chairman. 

The  Chairman.  You  gentlemen  must  have  made  a  great  hit. 

Mr.  Jones? 

Mr.  Jones  of  North  Carolina.  No  questions. 

The  Chairman.  Mr.  Litton  ? 

Mr.  Litton.  No  questions. 

The  Chairman.  Mr.  Mathis? 

Mr.  Mathis.  No  questions,  Mr.  Chairman. 

Mr.  Bergland.  Mr.  Chairman,  I  have  a  question. 

The  Chairman.  We  will  be  glad  to  hear  from  you. 

Mr.  Bergland. 

Mr.  Bergland.  Thank  you  very  much  Mr.  Chairman. 

Mr.  Trippe,  I  have  one  question.  You  have  stated  that  in  Malawi 
the  Government  sets  maximum  wage  rates  for  workers^  That  is  a  ne' 
one. 

Mr.  Trlppe.  It  is  not  a  new  one  in  Malawi. 

Mr.  Bergland.  In  most  countries,  the  policy  of  the  government 
to  establish  a  minimum  wage  rate  and  attemi)t  to  encourage  wages 
above  that.  Why  does  the  government  in  Malawi  take  that  position? 

Mr.  Trippe.  Well,  the  President  of  Malawi  has  taken  a  very  real- 
istic approach  to  development  of  his  country.  He  has  downplayed 
from  the  beginning,  in  his  very  first  speech,  downplayed  pouring  his 
money  into  social  services,  trying  to  funnel  efforts  into  development. 
He  has  taken  a  realistic  view  on  how  many  people  are  going  to  be 
working  initially  in  his  country.  He  does  not  want  the  status  of  one 
group  to  jump  up  above  others.  In  the  Lower  Shire  Valley,  you  have 
290,000  people  there  and  you  have  5,000  working  on  the  estate;  275,* 
000  are  making  nothing. 

If  you  put  a  tremendous  wage  on  those  that  are  there,  it  has  an 
upsetting  effect.  Now,  he  has  looked  at  it  in  a  very  different  wav. 

We  made  this  point  in  1971  and  it  stays  the  same.  They  h{|ve 
upped  their  wage  since  then.  They  upped  it  in  October  for  the  last 
time  that  I  am  aware  of.  ^  ....    J 

Mr.  Bergland.  Who  owns  the  estate  to  which  you  refer?      *  ;■  • 

Mr.  Trippe,  The  estate,  as  I  said  in  my  presentation,  is  owned  \yj 
Lonrho.  ITiey  operate  under  an  agreement  with  the  government  of 
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falawi  under  which  they  supply  all  the  sugar  to  Malawi  at  a  set 
rice  and  then,  in  combination,  they  look  for  export  markets. 
Mr.  Bergland.  Thank  you  very  much. 
That  is  all  I  have,  Mr.  Chairman. 

The  Chairman.  Judge  Rarick,  do  you  have  any  questions? 
Mr.  Rarick.  Mr.  Chairman,  I  have  no  questions,  but  while  we  are 
ilking  with  Mr.  Trippe,  I  want  to  compliment  Dr.  Banda  in  the 
orthright  position  he  has  taken  in  that  part  of  A-frica.  I  know 
pecifically  that  in  the  geographical  location  that  Malawi  finds  itself, 
lany  times  it  may  not  be  a  matter  of  good  popular  politics  or  con- 
enience,  but  I  do  think  that  under  his  leadership  Malawi  has  moved 
orward  and  has  many  friends  in  the  United  States.  With  a  president 
i^ho  attended  the  University  of  Indiana  and  also  the  University  of 
Chicago,  I  think  we  can  be  proud  of  good  ties  of  friendship  with 
he  country. 

Mr.  Trippe.  I  certainly  appreciate  your  statement,  Mr.  Congress- 
nan.  I  think  many  of  you  here  are  aware  of  the  problems  that  this 
>osition  has  caused  Malawi.  They  have  been  branded  as  the  odd  man 
mt  among  the  black  African  countries  since  1964.  He  took  this  posi- 
ion  in  his  initial  speech  to  the  OAU  when  he  first  represented  them 
is  a  leader.  It  has  been  a  hard  one  for  him  to  maintain,  but  he  sees 
hings  turning  gradually  his  way  and  he  is  continuing  his  policy. 

Mr.  Rarick.  I  guess  we  can  sum  it  up,  Mr.  Chairman,  by  saying 
hat  while  some  African  leaders  rattle  their  sabers  for  blackmail  Dr. 
Randa  has  rattled  paychecks  and  food  bowls  and  is  taking  care  of 
lis  people. 

I  have  nothing  further. 

The  Chairman.  Thank  you,  Mr.  Rarick. 

Mr.  Jones,  do  you  have  any  questions  ? 

Mr.  Jones.  Thank  you,  Mr.  Chairman.  No  questions. 

The  Chairman.  Well,  this  is  rather  unusual  and  in  all  seriousness, 
r  think  it  must  indicate  that  all  the  witnesses  made  a  good  presenta- 
ion  of  their  cases.  The  membership  is  usually  inclined  to  pick  out 
mything  they  want  to  criticize.  I  congatulate  you  on  finding  that  the 
nembership  has  so  few  questions. 

We  thank  each  one  of  you  and  the  committee  will  stand  recessed. 
Before  I  do,  I  want  again  to  call  attention  to  the  fact  that  tomorrow 
it  an  opportune  time,  when  we  have  a  quorum,  we  will  interrupt  the 
further  proceedings  of  the  sugar  hearings  to  take  a  vote  on  the 
reporting  out  the  clean  bill  on  CEA  which  the  Chairman  was  in- 
structed to  introduce  with  others. 

If  there  is  nothing  further,  the  committee  stands  adjourned  until 
1 0  O'clock  tomorrow  morning. 

[Whereupon,  at  10:55  a.m.,  the  committee  was  adjourned,  to  re- 
convene Wednesday,  March  6, 1974,  at  10  a.m.] 
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SUGAR  ACT  EXTENSION,  1974 


WEDNESDAY,  MABCH  6,   1974 

House  of  Representatives, 
Committee  on  Agriculture, 

Washington^  D,C^ 
The  comuaittee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  1301, 
I-*ongworth  House  Office  Building,  Hon.  W.  R.  Poage  (chairman) 
I>resid^g. 

Present:  Representatives  Poage,  Stubblefield,  Foley,  de  la  Garza, 
"Vigorito,  Jones  of  North  Carolina,  Sisk,  Rarick,  Jones  of  Temiessee-, 
IVIathis,  Bergland,  Denholm,  Brown,  Rose,  Litton,  Wampler,  Mathias, 
^ayne,  Zwach,  Price,  Sebelius,  Mizell,  Baker,  Thone,  Symms,  Young, 
Johnson,  and  Madigan. 

Also  present:  John  O'Neal,  general  counsel;  Hyde  H.  Murray  and 
John  RAinbolt,  associate  counsels ;  L.  T.  Easley ,  press  assistant ;  Steve 
Allen  and  Steve  Pringle,  staff  consultants;  and  Glenda  Temple,  staff" 
assistant. 

The  Chairman.  The  Committee  will  please  be  in  order.  We  are 
going  to  continue  with  the  hearings  on  the  sugar  legislation.  We 
have  four  witnesses  scheduled  this  morning  and  I  think  we  will  move 
right  along.  I  am  going  to  ask  Mr.  Jones  to  take  over  and  preside 
for  a  while  this  morning. 

Mr.  Jones  of  North  Carolina  (presiding).  I  believe  our  first  wit- 
fiess  this  morning  is  Hon.  David  S.  King,  representing  the  sugar 
iiidustry  of  Ltl:ie]y[alagasy  Republic. 

Mr.  King,  we  will  be  glad  to  hear  from  you  at  this  time.  T  se^ 
.you  are  accompanied  by  Mr.  Prosterman,  an  attorney  from  Wash- 
ington, D.C. 

STATEMENT  OF  DAVID  S.  KING,  REPRESENTING  THE  PRIVATE 
SUGAR  PRODUCERS  OF  THE  MALAGASY  REPUBLIC;  ACCOM- 
PANIED BT  ALBERT  M.  PROSTERMAN 

Mr.  King.  Mr.  Chairman,  I  am  David  S.  King,  formerly  a  member 
of  this  body,  now  practicing  law  in  Washington,  D.C.  From  196T 
to  1969,  it  was  my  great  honor  to  represent  the  United  States  as 
A^mbassador  to  the  Malagasy  Republic.  I  am  ac<^ompanied  by  Albert 
^^  Prosterman  an  economist  also  practicing  in  Washington.  We  have 
both  filed  under  the  Foreign  Agents  Registration  Act  and  I  per- 
sonally have  filed  under  the  Regulation  of  Lobbying  Act.  We  have 
copies  of  these  documents  available  if  members  of  this  committee 
desire  to  pursue  the  matter.  We  have  already  complied  with  the  com- 
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mittee  rule,  requiring  the  submission  of  100  copies  of  our  officii 
statement.  We  ask  that  one  of  these  be  made  a  part  of  the  record. 

Mr.  Jones  of  North  Carolina.  Without  objection,  it  is  so  ordered 

Mr.  Kjng.  We  appear  here  today  on  behalf  of  the  private  sugar 
producers  of  the  Malagasy  Republic  on  the  siland  of  Madagascar, 
which  is  located  just  off  the  coast  of  southeastern  Africa.  Maps  are 
at  the  end  of  my  statement.  The  term  Madagascar  is  a  geographical 
one  referring  to  the  island.  When  speaking  of  the  sovereign  country 
situated  on  the  island,  the  term  Malagasy  Republic  is  used.  In  the 
U.S.  legislation  relating  to  sugar,  the  term  Malagasy  Republic  as  a 
sugar  quota  holder  is  used. 

The  Malagasy  Republic  has  been  an  independent  sovereign  coua- 
try  since  1960.  Before  that,  Madagascar,  the  island,  was  a  colony  oi 
France. 

Mr.  Chairman,  the  sugar  industry  of  the  Malagasy  Republic  re 
quests  the  consideration  of  this  committee  and  the  Congress  for  J 
relatively  small  adjustment  in  its  U.S.  sugar  quota;  an  increase  fron 
its  average  quotas  of  12,652  tons  under  the  19Y1  Act,  to  n  minimur 
annual  quota  of  16,000  tons — one  modern  cargo.  The  amount  of  in 
crease  involved  in  this  request  is  small,  just  over  3,000  tons,  but  it  i 
important  to  the  sugar  producers  of  the  Malagasy  Republic  from  i 
viewpoint  of  obtaining  much  increased  efficiency  in  loading,  un- 
loading, and  other  handling,  and  use  of  bulk  facilities  both  in  the 
United  States  and  in  the  Malagasy  Republic. 

While  improved  efiiciency  is  a  basic  reason  for  requesting  this  ad- 
justment, this  would  serve  to  correct  what  we  believe  was  an  in- 
advertant  inequity  to  the  Malagasy  Republic  in  the  1971  Act.  In 
that  act,  this  committee  and  the  Congress  showed  unmistakable  con- 
cern for  the  problems  of  the  smaller  quota  holders  and  of  new  ap- 
plicants. However,  despite  the  Malagasy  Republic's  record  of  con- 
tinuous and  reliable  sugar  supply  to  the  United  States  since  liW)4, 
especially  in  times  of  world  shortage,  that  country  received  the 
smallest  increase  of  all  African  countries.  In  fact,  two  countries  in 
Africa  and  one  in  the  Western  Hemisphere  with  no  record  of  supply- 
ing the  United  States,  were  granted  higher  quotas  than  the  Mala- 
gasy Republic.  One  of  those  countries  still  has  not  shipped  any  sugar 
to  the  United  States,  and  the  other  shipped  its  first  quota  in  1973. 
The  quota  received  by  each  of  these  countries  in  1971,  incidentally, 
was  close  to  the  minimum  figure  that  we  are  now  requesting.  We 
wish  to  make  it  clear  that  we  are  not  objecting  to  the  treatment  ac- 
corded these  countries;  we  feel,  however,  that  the  Malagasy  Repub- 
lic's record  over  the  years  suggests  a  basis  for  favorable  consideration 
of  its  current  request. 

The  Malagasy  sugar  industry  also  suggests  that  in  the  interests  oi 
efficiency,  minimum  quotas  be  established  for  smaller  participants  U^ 
the  U.S.  Sugar  Act,  that  is,  those  countries  which  supply  one  carg< 
or  less.  We  suggest  that  quotas  for  such  countries  not  be  allowed  ^ 
go  below  the  total  quota  fixed  in  the  new  act. 

We  have  reference  here  to  the  fact  that  under  the  19Y1  act,  a  po 
tion  of  every  foreign  country's  quota  is  temporary  and  primarily  "C 
served  for  Cuba.  Should  Cuba  be  permitted  again  to  ship  to  C 
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fiiited  Staites,  the  few  small  quota  holders  would  be  placed  in  the 
osition  of  having  reduced  quotas  which  then  because  of  their  f  rac- 
ional  size  could  make  shipment  very  costly,  inefficient,  and  uncer- 
ain.  While  this  may  seem  minor  in  the  context  of  the  whole  sugar 
problem,  it  is  important  to  the  few  small  quota  holders  involved. 
We  have  in  mind  that  all  countries  with  quotas  totalling  15  or  16 
thousand  tons  or  less  would  be  in  this  category.  There  are  only  six  or 
eeven  such  countries  and  the  amount  of  sugar  involved,  using  the 
present  act  as  a  basis,  would  be  minimal. 

The  Malagasy  sugar  industry  is  also  interested  in  participating 
in  a  larger  degree  in  the  U.S.  sugar  market,  with  greater  flexibility 
to  export  when  additional  sugar  for  export  becomes  available.  One 
avenue  for  such  flexibility  that  has  been  available  to  Western  Hemis- 
phere countries  in  general  and  to  one  Western  Hemisphere  countries 
m  general  and  to  one  Western  Hemisphere  regional  grouping  of 
countries  in  particular  is  the  preference  accorded  to  countries  in  the 
area  to  participate  in  deficits  arising  in  their  region.  We  suggest 
that  as  a  matter  of  balance  and  equity,  Africa,  including  the  Mala- 
gasy Republic,  be  considered  such  a  region  and  that  African  coun- 
tries be  accorded  first  preference  in  supplying  deficits  arising  in 
Africa  before  such  deficits  are  made  available  to  any  other  countries. 
In  support  of  the  above  requests  and  comments,  the  following 
material  is  submitted  covering  the  points  raised  in  Chairman  Poage's 
"Notice  to  Prospective  Witnesses,  Sugar  Act  Extension  Hearings"  of 
February  2,  1974. 

1.  REASONS  FOR  DESIRING  TO  CX)NTINTTE  PARTICIPATION  IN  THE  U.S.  SUGAR 

PROGRAM 

The  Malagasy  Republic  is  a  developing  country  deriving  the  bulk 
of  its  export  earnings  from  sugar  and  other  tropical  products.  The 
Malagasy  Republic  is  a  surplus  sugar  producer  and  production  will 
be  expanded  under  the  present  goals  for  economic  development — a 
basic  part  of  which  is  directed  toward  the  agricultural  sector  with 
emphasis  on  increased  productivity  in  order  to  satisfy  the  needs  of 
its  people,  and  to  increase  production  for  export.  The  United  States 
is  a  major  preferential  market  available  to  the  Malagasy  sugar 
industry.  Over  the  long  run,  the  U.S.  market  offers  the  Malagasy 
Republic  opportunities  for  achieving  its  goal  of  full  economic  inde- 
pendence and  a  higher  standard  of  living. 

The  Malagasy  sugar  industry  first  participated  in  the  United 
States  sugar  program  in  1964 — a  time  much  like  today  when  world 
sugar  supplies  were  tight  and  free  world  market  prices  were  above 
sugar  prices  on  the  U.S.  market.  In  1964,  the  Malagasy  Republic, 
though  it  had  no  quota,  answered  a  U.S.  request  for  assistance  in  a 
^inne  of  short  supply  by  offering  to  supply  more  than  one- fourth  of 
its  total  sugar  export  availabilities  to  the  United  States  and  actually 
shinped  11,559  tons  in  that  year. 

The  Malagasy  Republic  appreciates  the  opportunity  of  having  its 
Market  in  the  years  after  1964,  having  been  included  as  a  foreign 
?^Pplier  in  the  Sugar  Act  as  amended  in  1965  and  again  as  amended 
^^  1971.  During  the  6-year  period,  1966  to  1971,  the  annual  final 
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adjusted  quota  for  tlie  Malagasy  Republic — including  its  temporar 
allocation  of  the  Cuban  holdback — ^averaged  9,333  tons  which  wa 
below  the  amount  voluntarily  delivered  in  1964.  The  final  adjuste- 
quota  for  the  3-year  period,  1972  to  1974,  preliminary,^  average 
12,652  tons  per  year.  However,  in  the  1971  act,  the  Malagasy  Repul: 
lie  received  the  lowest  per  centum  share  of  all  non- Western  Hemis 
phere  countries.  Moreover,  several  countries  which  had  not  shipp& 
in  the  1964  emergency  nor  participated  in  the  U.S.  sugar  prograr 
during  the  1966  to  1971  span  received  a  larger  per  centum  shar 
than  the  Malagasy  Republic. 

The  Malagasy  Republic  appreciates  the  opporotunity  of  having  i"! 
quota  reconsidered  by  the  Congress  on  a  more  efficient  basis  and  wi '. 
contine  to  help  supply  the  United  States  additional  requiremen"! 
according  to  its  ability. 

2.  PERFORMANCE  RECORD  UXDER  THE  EXISTING  U.S.  SUGAR  ACT  AND  TFK 
MALA(;ASY  republic  sugar  producers  REAFFIRMATION  TO  FULFIL. 
ITS  FINAL  ADJUSTED  QUOTA  FOR   1974 

Since  the  s^x^cial  allotment  of  its  first  U.S.  sugar  quota  in  \%< 
the  Malagasy  Republic  has  been  a  dependable  supplier  of  sugar  t: 
the  United  States.  Tlie  Malagasy  Republic  has  fulfilled  its  quota  eac! 
year  since  it  was  allotted  quotas  under  the  Sugar  Act  as  amended  i: 
i9«r). 

Tender  the  i)resent  act  as  amended  in  1971,  the  Malagasy  Republi 
has  had  an  admirable  record. 

During  1972,  the  Malagasy  Republic's  initial  quota  of  11,961  slior 
tons  was  adjusted  upward  eight  times  as  a  result  of  changes  madebi 
tlio  T^.S.  Depai-tmont  of  Agriculture  in  the  determination  of  sugai 
consumption  requirements  and  as  a  result  of  deficits  declared  b^ 
T'ganda  and  India.  The  total  of  these  eight  adjustments  came  to  642 
tons. 

The  Malagasy  Republic's  final  adjusted  quota  for  1972  thus,  totalled 
12,r)0n  short  tons,  of  which  9,861  was  basic  quota,  2,506  tons  tem- 
porary'— mostly  Cuba's  share — and  286  tons  deficit  prorations.  The 
Malagasy  Republic  ship]>ed  the  entire  quota  of  12,608  tons  in  full; 

During  much  of  1078,  world  sugar  prices  equaled  and  for  signifi- 
cant periods  exceeded  su^ar  pi-ices  on  the  T^.S.  market,  foreshadowing 
the  present  situation  of  tiffht  world  sup])lies  following  a  period  of 
several  consecutive  years  during  which  world  consumption  exceeded 
production  and  producer  stocks  were  reduced  to  a  historic  low.  As  a 
result,  toward  the  end  of  1978,  the  time  when  Malagasy  suffar  noi*- 
mally  becomes  available,  world  suerar  prices  reached  an  alltime  lii?l^i 
witli  T^.S.  sucrar  prices  lafrginir  behind. 

The  global  tight  supply  situation  augmented  bv  shipping  difficul- 
t]r^  caused  supply  shoi'tages  of  I'aw  sugar  for  United  States  suffar 
refineries  toward  the  end  of  1978.  As  a  result,  in  September  of  1«^* 
year,  1978,  the  U.S.  Department  of  Agriculture  in  effect,  appealed  f^^ 
more  sugar  on  a  first-come,  first-served  basis  to  meet  this  emergencv 
situation.  This  occurred  at  a  time  when  arranp^ements  had  already 
been  made  to  shin  the  re.qrulai*  ouota  to  the  Ignited  States  and  at  a 
time  when  commitments  had  already  been  made  for  the  1978  year. 
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IDespite  this,  the  Malagasy  Republic  responded  to  the  extent  possible 
^fcs  it  had  in  1964. 

In  this  emergency  situation,  the  Malagasy  Republic  supplied  an 
r^idditional  453  tons  of  sugar. 

The  Malagasy  Republic  shipped  its  final  adjusted  quota  for  1973 
-which  amounted  to  12,646  tons  of  which  9,506  tons  was  basic,  2,686 
-tons  temporary — ^mostly  Cuba's  share — and  the  453  tons  special  allo^ 
-cation  mentioned  above. 

The  sugar  industry  of  the  Malagasy  Republic,  here  again,  re- 
nflSrms  its  commitment  to  ship  its  current  final  adjusted  quota  for 
1974  and  to  participate  in  any  special  allocations  to  the  maximum 
extent  of  its  capability. 

3.  ASSURANCE  OF  CONTINUED  PRIORITY  PERFORMANCE  FOR  THE  U.S. 

MARKET 

The  sugar  industry  of  the  Malagasy  Republic  does  here  and  now 
give  assurance  that  the  U.S.  market  will  continue  to  receive  priority 
treatment  and  barring  a  crop  disaster  or  other  force  majeure,  affirms 
that  it  will  ship  all  future  quotas  that  it  may  be  allocated.  Moreover, 
th<B  Malagasy  sugar  industry  commits  itself  to  supply,  to  the  extent 

possible,  additional  sugar  which  might  be  requested  duirng  periods 

of  short  supply. 

The  Malagasy  Republic's  record  of  meeting  quotas  in  full  and  its 

r'ecord  of  shipping  additional  sugar  in  emergencies  and  in  the  period 

o^  short  supply  te^ifies  that  the  Malagasy  sugar  industry  can  be 

Expected  to  honor  any  commitments  it  makes. 

•*.  PERFORMANCE  CAPABILITY  AND  WILLINGNESS  TO  SET  ASIDE  RESERVE  FOR 

THE  U.S.  MARKET 

Since  1969,  annual  sugar  production  in  the  Malagasy  Republic  has 
Averaged  114,695  short  tons.  During  that  same  period,  domestic  con- 
sximption  averaged  61,049  short  tons  annually;  yearly  exports  aver- 
aged 54,359  short  tons.  In  recent  years  domestic  consumption  has 
been  in  excess  of  80,000  tons  while  exports  have  been  around  40,000 
tons. 

Production  and  exports  during  the  last  4  years  are  shown  below : 


[Short  tons,  raw  value) 

Year 

Production 

Exports 

1969 

109,128 

75,450 

1970 ::: 

119,048 

59, 168 

1971 

.      -          109, 170 

39,469 

1972;:::::::::::::::::::::: 

121,432 

43, 350 

The  Malagasy  Republic  has  always  complied  with  the  provisions 
^f  the  Sugar  Act,  which,  in  effect,  requires  foreign  quota  countries 
^<^  hold  inventories  of  sugar  sufficient  to  supply  an  additional  15 
Percent  over  the  prior  year's  quota.  The  Malagasy  Republic  is  willing 
^Q  continue  to  set  aside  reserves  for  the  U.S.  market.  Present  storage 
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facilities  of  90,000  tons  with  an  additional  16,000  ton  facility  at 
dockside  assure  that  the  Malagasy  Eepublic  can  ship  quota  on  a 
timely  basis  and  hold  adequate  suppliers  in  reserve  for  emergency 
shipment,  if  needed. 

The  sugar  harvest  in  the  Malagasy  Eepublic  begins  toward  the 
middle  of  summer  and  continues  for  several  months.  Normally,  the 
Malagasy  Republic  ships  its  U.S.  quota  late  in  the  year  to  amve  in 
November.  This  relatively  late  shipment  occurs  for  two  reasons.  The 
first  is  that  obtaining  vessels  of  the  proper  size  is  difficult  because 
of  the  odd  size  of  the  quota.  Second,  the  Malagasy  Repifblic  tries  to 
wait  as  late  in  the  year  as  possible  in  order  to  include  the  small 
increases  in  quota  in  its  single  small  cargo  and  thus  honor  its  com- 
mitment to  the  United  States,  as  it  has  done  for  10  years.  This  is 
necessary  since  it  is  impossible  to  separately  ship  the  tiny  increments 
involved  in  changes  in  quota  during  the  year. 

For  the  future,  the  Malagasy  Government  is  committed  to  restruc- 
turing and  developing  its  economy  to  the  benefit  of  all  it3  people. 
Since  agriculture  is  basic  to  the  Malagasy  economy,  the  mam  goal 
will  be  expanded  activity,  not  only  to  satisfy  the  needs  of  the  people, 
but  to  increase  production  for  exports.  In  this  endeavor,  the  sugar 
industry  figures  importantljr.  Through  the  use  of  improved  produc- 
tion and  harvesting  techniques,  improved  cane  varieties  and  new 
investment  production  during  the  next  5  years  is  expected  to  reach 
the  200,000  short  ton  level  with  an  estimated  60,000  to  80,000  short 
tons  available  for  export. 

5.   OTHER  ACTUAL  OR  EXPECTED  SPECIAL  ARRANGEMENT  COMMXTMlNTS 

Unlike  many  other  sugar  producing  countries,  the  Malagasy  Ke- 
public  apart  from  its  small  quota  to  the  United  States,  does  not  have 
a  preferred  or  guaranteed  market  for  its  sugar  exports.  During  the 
period  1971  to  1973,  the  Malagasy  Republic's  sugar  exports  to  the 
United  States  averaged  only  about  25  percent  of  its  total  sugar 
exports. 

The  situation  compares  unfavorably  with  the  sugar  suppliers  from 
the  Western  Hemisphere.  For  13  out  of  19  Western  Hemisphere  sugar 
producing  countries,  the  U.S.  preferential  market  takes  more  than 
70  percent  of  total  sugar  exports.  Many  of  those  countries  also  have 
access  to  other  premium  markets. 

In  the  past,  the  sugar  industry  of  the  Malagasy  Eepublic  relied 
upon  France  as  a  recipient  of  its  exports.  However,  since  Malagasy 
independence,  sugar  exports  to  France  decreased  and  after  1^^ 
were  eliminated. 

The  Malagasy  Republic  now  cannot  export  sugar  to  France  or  to 
the  Common  Market. 

The  Malagasy  Republic  until  this  year,  has  been  a  member  of  the 
African  and  Malagasy  Sugar  Agreement.  This  agreement  came  into 
existence  on  July  27,  1966.  It  was  hoped  that  the  African  markets 
would  provide  Malagasy  with  an  alternative  since  the  European 
Common  Market,  including  France,  prohibited  entry  of  Malaga^ 
sugar  after  1969  and  since  at  that  time  only  one  other  member  of  the 
agreement  was  an  exporter  of  sugar.  ^    , 

Unfortunately,  the  African-Malagasy  Sugar  Agreement  is  in  a 
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continual  state  of  fiux.  Thus  far,  it  has  not  provided  a  viable  or  re- 
liable market  for  Malagasy  sugar.  Further,  since  many  of  the  African 
members  are  now  starting  to  produce  sugar,  this  market  is  decreasing 
and  in  a  few  years  may  well  be  minimal. 

Apart  from  the  U.S.  sugar  quota,  the  Malagasy  Republic  does  not 
anticipate  having  any  other  preferential  markets  in  the  future. 
Further,  the  Malagasy  Republic  does  not  now  have  any  bilateral  or 
multilateral  commitments  on  sugar. 

The  Malagasy  Republic  is  a  member  of  the  1968  International 
Sugar  Agreement.  However,  the  International  Sugar  Agreement's 
quota  and  price  provisions  were  inoperative  as  of  December  1971. 
The  1973  Sugar  Agreement  has  no  quota  or  price  provisions.  It  is 
essentially  a  statistics  collecting  body. 

6.  BRIEF  EXPLANATION  OF  THE  SUGAR  INDUSTRY  OF  THE  MALAGASY 
REPUBLIC  AND  BENEFITS  TO  WORKERS 

Sugarcane  is  produced  primarily  by  large  plantations,  both  Euro- 
pean and  Malagasy  owned.  Production  is  concentrated  in  three  main 
areas — in  the  north-western  river  deltas,  on  the  island  of  Nosy-Be, 
and  on  the  east-Central  Coastal  Plain. 

The  total  area  in  sugarcane  is  estimated  at  56,800  acres,  slightly 
more  than  half  of  which  is  owned  by  the  refining  companies.  The 
balance,  generally  averaging  less  than  10  acres  pre  holding,  is  owned 
by  private  individuals.  The  government  gives  financial  support  for 
private  holders  of  sugar  land  to  both  expand  and  acquire  new  hold- 
ings. The  harvesting  season  runs  from  June  1  to  December  1  on  the 
north-west  coast  and  from  July  15  to  the  first  week  in  December  on 
the  East  coast. 

The  sugarcane  is  processed  in  four  refineries  located  in  the  cane 
growing  areas.  Present  total  refining  capacity  is  estimated  at  150,000 
short  tons.  A  fifth  refinery  is  planned  to  be  in  operation  by  1977 
wliich  will  increase  refining  capacity  to  around  200,000  tons. 

The  benefits  provided  by  the  sugar  industry  to  its  workers  are 
among  the  highest  provided  by  any  private  industry  in  Madagascar. 

The  sugar  industry  in  Madagascar  is  atypical  in  that  a  very  high 
percentage  of  the  workers  in  the  industry,  both  in  the  factories  and 
in  the  fields,  are  guaranteed  permanent  year-round  employment. 

The  Malagasy  Government  has  established  minimum  wages  for 
both  agricultural  and  factory  workers.  However,  the  sugar  industry 
pays  on  the  average,  hourly  wages  50  percent  in  excess  of  the  mini- 
mum wages  set  by  the  government. 

The  average  hourly  wage  paid  by  the  sugar  industry  for  those 
workers  in  more  skilled  positions  such  as  workshops,  factories,  and 
harbors  is  nearly  100  percent  of  the  minimum  figure  established  by 
the  government.  These  figures  do  not  include  salaries  of  supervisory 
personnel. 

The  sugar  industry  pays  overtime  rates  on  a  basis  of  30  percent 
additional  pay  for  work' in  excess  of  48  hours  in  the  field  and  46 
hours  in  the  factories  and  workshops  for  work  performed  during  the 
day.  If  the  overtime  work  is  at  night,  a  50  percent  overtime  premium 
rate  is  paid.  Workers  in  the  field  and  in  the  factories  and  workshops 
are  also  paid  regular  hourly  wages  during  all  work  stoppages  caused 
by  plant  breakdowns  or  .as  a  result  of  rain  or  bad  weather. 
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The  sugar  industry  provides  sick  leave  and  vacjation  benefits  for  its 
employees.  Sick  leave  is  granted  to  all  employees  based  upon  the 
length  of  service,  with  a  person  becoming  eligible  for  sick  leave 
upon  the  completion  of  3  months  of  work.  Paid  vacations  are  also 
granted  to  the  employees  based  up  on  the  amount  of  time  worked, 
averaging  li^  days  of  vacation  time  for  each  month  of  emplojnnent. 

Each  factory  in  the  sugar  industry  maintains  hospital  facilities, 
with  a  minimum  of  one  full-time  physician  on  duty  along  with  at 
least  two  registered  nurses.  These  private  hospitals  range  in  aze 
from  60  to  200  beds.  Each  hospital  performs  surgical  procedures  and 
provides  full  health  care  to  the  workers  and  their  families. 

Each  factory  in  the  sugar  industry  also  provides  schooling  facili- 
ties for  the  dependents  of  all  workers.  These  private  schooling  facili- 
ties are  available  up  through  the  primary  grades. 

Each  company  m  the  sugar  mdustry  also  has  a  program  of  on- 
the-job  training  for  employees  working  in  the  field,  factories  and 
workshops.  This  program  enables  the  workers  to  improve  their 
working  skills  and  to  move  to  more  complex  work  with  consequent 
increases  in  salary.  These  on-the-job  traming  programs  also  allow 
and  encourage  local  workers  to  qualify  for  supervisory  positions  in 
the  sugar  industry. 

The  sugar  industry  also  provides  separation  pay  if  an  employee 
leaves  the  industry.  These  lump  sum  payments  are  based  on  the 
length  of  time  worked  for  a  particular  company,  with  the  average 
rate  of  payment  equal  to  one  week's  pay  for  each  3-month  period 
worked. 

The  sugar  industry  also  provides  all  permanent  workers  and  their 
families  with  company  housing  adjacent  to  the  work  site  location. 
These  housing  facilities,  for  the  most  part,  are  reinforced  concirete 
structures  and  include  utilities. 

7.  ATTTrUDE  OF  THE  MALAGASY  GOVERNMENT  TOWARD  THE  UNITED  STA.^^ 
AND  TREATMENT  OF  THE  U.S.  CITIZENS 

Eelations  between  the  Malagasy  Republic  and  the  United  Sta**^ 
are  cordial,  as  they  have  been  since  1960  when  Madagascar  obtain-^ 
its  independence  from  France.  The  U.S.  Agency  for  IntematioJr^*| 
Development  is  assisting  the  country  with  long-term  developm^J^J 
loans  and  under  an  agreement  with  the  Malagasy  Government,  NA^^-^ 
operates  a  civilian  satellite  tracking  station  near  Tananarive. 

Following  the  overwhelming  victory  of  General  Ramanantsoa  ^^ 
the  October  8,  1972,  referendum,  the  Malagasy  Government  initiat>^^ 
negotiations  for  the  revision  of  the  1960  Franco-Malagasy  Accor:^^^ 
which  had  governed  the  full  range  of  relations  between  the  tr^^^ 
countries.  Among  the  most  important  results  of  those  1972  negott^*' 
tions,  which  also  included  the  closing  or  phasing  down  of  the  Frei»- jf" 
military  bases  in  the  Malagasy  Republic,  was  the  decision  of  ^^^ 
Malagasy  Government  to  leave  the  French  franc  zone  as  of  May  ^3"» 
1978. 

A  new  import  quota  system  instituted  by  the  Malagasy  Grover*^' 
ment  in  late  August  1973  places  American  goods  on  the  same  footi:»^g 
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with  those  from  all  other  countries.  Henceforth,  all  imports  from 
al]  countries,  including  those  from  France  and  the  other  European 
Economic  Community  (EEC)  countries,  will  require  import  licenses 
issued  on  the  basis  of  semi-annual  quotas  established  for  most  types 
of  goods.  As  a  result  of  this  new  nondiscriminatory  import  system 
and  the  devaluation  of  the  dollar,  many  American  products  are  now 
naore  competitive  than  ever  before  on  the  Malagasy  market.  United 
States  firms  which  found  it  diflScult  to  sell  to  the  Malagasy  market 
in  the  past  because  of  the  complications  of  the  former  import  system, 
now  find  local  firms  open  to  the  idea  of  handling  American  products. 
In  the  past,  certain  American  firms  represented  in  the  Malagasy 
Republic  found  it  to  their  advantage,  to  push  the  sale  of  goods 
produced  by  them  in  the  EEC  countries,  instead  of  equivalent  U.S. 
made  products.  These  firms  now  find  that  their  U.S.  products  are 
just  as  competitive,  if  not  more  so. 

Since  the  1972  change  in  government,  Malagasy  Government  policy 
has  been  dynamic  and  forward  looking  in  moving  toward  its  goal  of 
efficient  and  productive  economic  development.  As  such,  its  policy 
is  to  encourage  foreign  private  investment  from  all  technically  ad- 
vanced countries  on  an  equal  basis  as  long  as  such  investments  fit 
irito  the  government's  overall  strategy  for  development.  The  Malagasy 
Government  is  very  receptive  to  the  advanced  techniques  in  manage- 
rnent  and  production  that  can  insure  to  its  economy  as  a  byproduct 
^f  U.S.  investment  in  Madagascar.  There  has  never  been  a  threat 
fior  implication  of  a  policy  or  program  of  expropriation  of  foreign 
investments. 

8.   WORLD  MARKET  SALES   OF  SUGAR 

The  Malagsy  Republic's  sugar  sales  by  destination  for  the  years 
1971  to  1973  are  shown  below : 


[Short  tons,  raw  value] 

Country  of  destination 

1971 

1972 

1973 

Comoro  Islands 

2,580 

25,171 

2.036 

9,682 

0 

2,243  .... 

Ivory  Coast 

22,632.... 

Niger  Republic          

5,872  .... 

UnitedStetesl  :--.-."///-:-  -- 

12,603 
0 

12,645 

Other.. 

0 

Total 

39,469 

43,350  .... 

9.    MALAGASY    REPUBLIC'S    DOMESTIC  CONSUMPTION    OF    SUGAR 

Total  domestic  consumption  of  sugar  and  per  capita  consumption 
i^  the  Malagasy  Eepublic  for  the  last  5  years  is  shown  below : 

Total  Per  capita 

consumption       consumption 

Year  (short  tons)  (pounds) 

J|§9_ 49,374  15.0 

igJO 62,568  18.5 

{g7l 62,858  18.3 

*972 69,396  17.6 
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10.  A  BRIEF  SOCIAL  AND  ECONOMIC  PROFILE  OF  THE  MALAGASY  KEPUBLIO 
AND  ITS  DEPENDENCE  ON  SUGAR 

Madagascar  is  the  [world's  fourth  largest  island,  located  in  the 
Indian  Ocean  lying  at  the  nearest  point  250  miles  oflf  the  southeast 
coast  of  Africa. 

Agriculture  is  the  principal  occupation  in  the  Malagasy  Republic. 
Five  main  crops,  of  which  sugar  is  one,  make  up  80  to  90  percent  of 
the  value  of  the  country's  exports.  Over  80  percent  of  the  population 
is  engaged  in  agriculture,  which  accounts  for  approximately  54 
percent  of  the  gross  domestic  product.  The  importance  of  agricidture 
is  striking  in  view  of  the  fact  that  somewhat  less  than  5  percent 
of  the  total  land  is  arable  and  permanently  cultivated. 

Cattle  raising  is  extensive,  and  at  the  point  of  significant  commer- 
cial development. 

The  most  important  export  crop  now  is  coffee.  However,  sugar' 
not  only  constitutes  an  important  export  crop,  but  represents  tke 
largest  agro-industrial  activity  in  the  economy  of  the  island. 

The  Malagasy  Republic's  economy  is  still  in  the  early  stages  of 
development,  as  a  result,  growth  in  recent  years  has  been  slow.  In 
1972,  the  Malagasy  Republic  had  a  per  captita  gross  domestic  product 
(GDP)  of  only  $146.5  which  was  among  the  three  lowest  of  all  the 
U.S.  sugar  quota  countries.  The  annual  growth  rate  of  the  total  GDP 
IS  estimated  to  be  5  percent,  up  from  3  percent  just  a  few  years  ago. 
Industry  is  limited  mostly  to  the  processing  of  agricultural  products, 
of  which  sugar  is  the  principal  agro-industrial  commodity. 

Sugar  is  one  of  the  principal  cash  crops  in  the  island  and  accounts 
for  up  to  9  percent  of  the  Malagasy  Republic's  total  foreign  exchange 
earnings.  During  the  past  3  years,  the  sugar  industry  has  paid  over 
$14  million  in  taxes  to  the  Malagasy  Government.  Of  this  amount, 
more  than  $1.5  million  was  paid  to  the  government  in  social  security 
taxes  which  are  subsequently  used  by  the  government  directly  to 
benefit  the  people  of  the  country.  These  governmental  social  security 
benefits  are  in  addition  to  those  supplied  by  the  individual  compames 
which  are  discussed  above.  The  remaining  $12.5  million  was  applied 
to  the  country's  general  budget. 

Nearly  90  percent  of  the  gross  income  derived  by  the  sugar  in- 
dustry is  expended  in  the  economy  of  the  country  by  way  of  tax 
payments,  wages,  employee  benefits  and  local  purchases  of  supplies 
and  services.  An  additional  4  to  6  percent  of  the  gross  income  is 


Digitized  by  VjOOQIC 


357 

nt  on  purchases  of  items  and  supplies  which  cannot  be  purchased 
Madagascar. 

?he  Malagasy  people  in  appearance,  language  and  culture,  bear 
36  resemblance  to  the  first  known  settlers  of  the  island  presumed 
[lave  come  from  the  Southwest  Pacific  in  about  the  third  century 
3.  A  substantial  portion  of  its  population  of  almost  8  million 
lescended  from  more  recent  settlers  from  the  mainland  of  Africa* 
^n  1885,  a  French  Protectorate  was  imposed  over  Madagascar, 
wever,  after  World  War  II  strong  moves  for  independence  from 
ance  developed.  In  1958,  the  results  of  a  referendum  created  the 
ilagasy  Republic  within  the  French  community. 
Full  sovereignty  was  attained  on  July  26,  1960.  The  government 
General  Ramanantsoa,  which  came  to  power  in  1972,  is  committed 
achieving  the  country's  "full  economic  independence."  The  Mala- 
5y  Government  leaders  have  expressed  their  determination  to 
^structure"  the  economy  and  further  move  toward  indpendenc 
the  sectors  formerly  controlled  by  the  foreign  business  interests 
ring  Colonial  times.  In  line  with  this  policy,  the  Ramanantsoa 
ivernment  has  moved  to  alter  fundamentally  the  close  ties  that 
d  been  maintained  with  the  former  colonial  ruler  France. 
By  and  large,  in  order  to  prevent  dislocation,  the  government  has 
ived  very  gradually  in  its  efforts  to  obtain  economic  independence, 
was  not  until  late  August  1973,  after  15  months  of  deliberations^ 
it  it  outlined  many  of  its  specific  goals. 

A^lthough  placing  emphasis  on  increased  state  and  cooperative 
jivity,  the  Malagasy  Government  has  indicated  that  private  enter- 
ises  will  continue  to  play  an  important  role  in  the  economy  as 
ig  as  they  conform  to  the  development  aims  of  the  country.  Mala- 
3y  oflScials,  have  stated  that  it  is  their  policy  to  treat  foreign  firms 
i  same  as  Malagasy  owned  enterprises,  but  they  are  expected  to 
let  the  same  obligations  in  line  with  the  government's  goals.  All 
'eign  firms  operating  in  the  Malagasy  Republic  including  those 
the  sugar  area  were  required  to  establish  their  headquarters  there 
the  end  of  1973  and  raw  up  a  definite  time  table  for  the  assign- 
nt  of  Malagasy  citizens  to  management  positions.  Such  foreign 
ns  must  be  prepared  to  accept  capital  investments  by  private 
Jagasy  citizens. 

fr.  Chairman,  I  thank  you  for  your  kind  attention,  and  now 
mit  to  whatever  questions  you  and  the  members  of  this  committee 
J  wish  to  ask. 
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CHART  I 
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Mr.  Stubblefield  [presiding].  Thank  you,  Mr.  King,  for  your 
fine  statement.  The  policy  of  the  committee  is  that,  if  you  will  step 
aside  and  wait  for  questions,  we  question  all  the  witnesses  together. 
We  are  happy  to  have  you  here  again. 

Mr.  King.  Thank  you,  Mr.  Chairman,  I  will  be  happy  to  wait. 

Mr.  Stubblefield.  Our  next  witness  is  Judge  Graham  Purcell, 
attorney  at  law,  Washington,  D.C.,  representing  the  Fiji  Sugar 
Corp.,  Ltd. 

Judge,  we  are  glad  to  have  you  back  with  us  this  morning.  The 
udge  is  a  former  distinguished  member  of  the  committee.  We  are 
appy  to  have  you  with  us  again  this  morning. 


i 


STATEMENT   OE   GRAHAM  PURCEIL,   KEPRESENTING  THE  FIJI 

SUGAR  CORP.,  LTD. 

Mr.  PuRCELL.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  for  the  record,  I  am  Graham  Purcell.  As  the  chair- 
man just  noted,  I  am  an  attorney  practicing  in  Washington,  D.C.  I 
am  privileged  to  be  testifying  before  you  today  on  behalf  of  the 
sugar  industry  of  the  country  of  Fiji.  I  have  filed  with  the  Depart- 
ment of  Justice  the  appropriate  registration  certificates  required  im- 
der  the  Foreign  Agents  Kegistration  Act  of  1938. 

With  me  in  the  room  today,  Mr.  Chairman,  are  four  distinguished 
representatives  of  the  Govermnent  of  Fiji.   I  would  like  to  introduce 
them  briefly  to  you  and  the  committee  at  this  time  so  that  you  wiLX 
realize  who  they  are. 

First,  I  would  like  to  introduce  Hon.  Semesa  Sikivou  who  is  t\^m 
Ambassador  of  Fiji  to  the  United  States  and  the  Fiji  permaneiz^t 
representative  to  the  United  Nations. 

Mr.  Stubblefield.  Mr.  Ajnbassador,  we  are  glad  to  have  you  wi^fch 
us  this  morning. 

Mr.  Purcell.  Hon.  Douglas  W.  Brown  is  the  Fiji  Minister  for 
Agriculture,  Fisheries,  and  Forests. 

Mr.  Stubblefield.  We  are  glad  to  have  you,  Mr.  Minister. 

Mr.  PuROFJLL.  Hon.  Ratu  William  Toganivalu  is  the  Minister  dFor 
Fijian  Affairs  and  Rural  Development. 

Mr.  Stubblefield.  Nice  to  have  you  with  us  this  morning. 

Mr.  Purcell.  And  Hon.  K.  C.  Ramrakha  is  a  member  of  the  Fiji 
House  of  Representatives  and  is  the  opposition  whip. 

Mr.  Stubblf^ftfxd.  Glad  to  have  you  with  us. 

Mr.  Purcell.  So,  Mr.  Chairman,  I  am  happy  to  be  here  and  to  join 
you  and  those  people  who  come  here  periodically  to  tell  this  commit- 
tee  what  good  friends  they  are  of  the  United  States  and  how  much 
sugar  they  can  deliver.  I  am  trying  to  be  a  little  bit  sociable  in  say- 
ing that,  but  in  a  very  serious  way,  I  want  to  tell  you  about  Fiji 
and  what  a  really  good  ally  she  has  been. 

We  have  maintained  consular  relations  with  Fiji  since  the  early" 
10th  century.  U.S.  troops  were  stationed  in  Fiji  during  World  Wai^ 
IT.  We  have  had  a  very  successful  role  in  Fiji's  development  through^ 
the  work  of  the  Peace  Corps,  for  which  Fiji  is  extremely  grateful. 
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0!L'  Fiji  has  become  the  hub  of  the  South  Pacific;  serviced  by  five- 
tq  major  international  airlines  and  supporting  a  number  of  regional 
lei,  transportation  networks,  Fiji's  accessibility  to  her  Pacific  neighbors 
has  been  utilized  to  a  high  degree.  A  sophisticated  medical  emergency 
treatment  program  has  been  established  using  the  professional  com- 
pel munity  and  facilities  of  Fiji.  The  only  university  in  the  South  Pacific 
?a!  is  located  in  Suva.  Strategically  located  on  the  International  Date 
Line,  Fiji  is  literally  where  the  day  begins. 

In  accordance  with  procedure  suggested  by  the  committee,  I  have- 
separated  my  presentation  into  the  10  areas  of  primary  concern  on 
which  you  have  requested  information.  I  will  proceed  in  the  order 
suggested  by  the  committee  in  its  February  4,  1974  letter. 

1.  REASONS  FOR  DESIRING  TO  CONTINUE  PARTICIPATION  IN  THE  U.S.  SUGAR- 
PROGRAM 

The  growing  and  milling  of  sugar  is  the  main  economic  activity  in 
Fiji.  Over  90  percent  of  Fiji's  total  sugar  production  is  exported. 
Almost  two-thirds  of  Fiji's  export  income  is  derived  from  sugar 
exports  and  the  sugar  industry  employs  about  30  percent  of  the  active^ 
labor  force  of  the  country. 

A  healthy  and  viable  sugar  industry  is  vital  to  the  economy  and 
people  of  Fiji.  It  is  the  base  upon  which  growth  of  the  economy 
takes  place.  Economic  diversification,  which  is  also  taking  place, 
supplements  the  sugar  industry:  It  is  not,  and  for  the  foreseeable 
future  cannot  be,  a  substitute  for  the  sugar  industry. 

For  the  sugar  industry  to  remain  healthy  and  viable,  it  must  have- 
guaranteed  access  for  the  highest  possible  proportion  of  its  sugar 
production  to  markets  providing  remunerative  prices.  Too  much 
sugar  "at  risk"  on  the  volatile  world  market,  where  prices  liave 
ranged  over  the  past  decade  from  below  2  cents  per  pound  to  over 
24  cents  per  pound,  could  be  disastrous  for  Fiji's  sugar  industry  and 
the  whole  economy. 

On  the  basis  of  current  normal  crop  expectations  of  about  400,000 
short  tons,  the  disposal  pattern  of  a  season's  production  is  approxi- 
mately as  follows : 

Tons- 
(8TRV) 

To   the   United   Kingdom   under   the   British    Comnion wealth    Sugar 

Agreement  165.  OOa 

To  the  United  States 45, 000 

Domestic  consumption 30, 000" 

World    market 160, 000 

Total 400,  OOa 

Some  40  percent  of  normal  total  annual  production  is  sold  on  the 
world  market.  Very  few  producers  of  sugar  in  the  world  have  such 
a  high  proportion  of  their  total  production  at  such  a  risk. 

Following  Britain's  entry  into  the  European  Economic  Community, 
the  Commonwealth  Sugar  Agreement  will  terminate  at  the  end  of 
1974.  Arrangements  have  yet  to  be  negotiated  with  the  EEC  for 
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the  purchase  from  Commonwealth  Sugar  Agreement  exporters  < 
the  sugar  which  now  goes  to  Britain  under  the  Agreement.  Brita 
has  pledged  unilaterally  to  these  countries  that  present  C.S.A.  qua 
titles  will  continue  to  have  entry  into  the  Community  but  form 
negotiations,  which  must  take  place  with  the  whole  Community,  ha 
not  yet  begun.  Such  negotiations  will  take  place  with  the  knowled^ 
that  there  are  pressures  within  the  Community  to  maximize  intern 
production. 

It  is  thus  clear  that  Fiji's  continuing  participation,  preferably 
higher  tonnages,  in  the  U.S.  sugar  program  is  of  great  importance 
Fiji.  The  larger  the  quota  granted  to  Fiji,  the  greater  will  be  t] 
degree  of  stability  of  its  sugar  industry  and  its  economy. 

Furthermore,  Fiji  wishes  to  develop  further  its  trade  with  t' 
United  States  and  strengthen  further  the  good  relations  which  ha 
existed  between  these  two  countries  for  so  long. 

2.  PERFORMANCE  RECORD  FOR  THE  PAST  2  TEARS  (1972-73)  XJND 
EXISTING  U.S.  SUGAR  ACT,  INCLUDING  A  STATEMENT  OP  THE  EXTE^ 
IF  ANY,  OF  PARTICIPATION  IN  ALL  USDA  QUOTA  ACJTIONS  AND  A  E 
AFFIRMATION  (FOR  THE  RECORD)  OF  THE  COUNTRY'S  COMMITMENT 
FULFILL  THEIR  CURRENT  FINAL  ADJUSTED  QUOTA  FOR  1974  TO  TZ 
U.S.   MARKET 

Fiji's  performance  in  1972  and  1973  demonstrates  the  high  priori 
that  Fiji  gives  to  supplying  the  U.S.  sugar  market.  Despite  disa] 
pointing  production  due  to  very  adverse  climatic  conditions,  and  i 
the  face  of  an  unprecedented  general  world  demand  for  sugar,  Fi 
met  its  quota  in  full  in  these  years,  including  shortfall  allocation; 
shipping  46,779  s.t.r.v.  to  the  United  States  in  1972  and  45,508  s.t.r.'^ 
in  1973. 

Fiji  has  filled  its  U.S.  sugar  quota,  and  every  reallocation  o 
shortfalls  assigned  to  it  since  a  U.S.  quota  was  first  received.  Th 
adverse  climatic  conditions  referred  to  above,  including  the  devastai 
ing  effects  of  the  1972  hurricane  "Bebe" — the  worst  in  Fiji's  history- 
on  1973  production,  unfortunately  meant  that  Fiji  was  unable  i 
participate  in  the  first-come  first-served  opportunities  for  supplyin 
additional  sugar  to  the  United  States  in  1973  and  1974.  Near] 
200,000  tons  of  cane  were  destroyed  by  the  storm.  The  mills  and  tl 
farmers  sustained  damages  in  excess  of  $2  million.  In  spite  of  thei 
tremendous  losses,  Fiji  nevertheless  met  both  her  quota  requiremen. 
and  shortfall  reallocations. 

Fiji  reaffirms  its  commitment  to  fulfill  its  final  adjusted  1972  U. 
quota,  currently  at  46,592  s.t.r.v. 

Fiji  is  at  present  engaged  in  a  planned  expansion  of  its  sug 
industry,  which  will  strengthen  its  capability  to  service  fully  ai 
increase  in  quota  granted  under  the  new  Sugar  Act.  I  will  expla 
this  expansion  in  detail  at  a  later  point  in  this  statement. 
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3.  ASSURANCES  FOR  CONTINUED  PRIORITY  PERFORMANCE  IN  THE  FUTURE 

TO  THE  U.S.  MARKET,  INCLUDING  BOTH  QUOTA  AMOUNTS  AS  WELL  AS 
ADDITIONAL  SUGAR  WHICH  MIGHT  BE  REQUESTED  DURING  PERIODS  OF 
SHORT   SUPPLY 

Fiji  has  always  met  her  quota  and  any  reallocations  of  shortfalls 
in  full.  Fiji  makes  every  effort  to  time  her  shipments  to  the  United 
States  to  help  meet  the  heavy  summer  demand.  Her  performance  is 
proven.  She  is  a  Southern  Hemisphere  producer  with  a  crushing 
season  during  the  second  half  of  the  year. 

Fiji  will  continue  to  give  priority  to  shipments  of  sugar  under  the 
U.S.  Sugar  Act  provisions.  Because  Fiji  places  great  value  on  its 
U.S.  quota  allocation,  it  will  always  make  every  effort  to  supply  addi- 
tional sugar  allocated  to  it  under  shortfall  reallocations  or  special 
requests  for  additional  sugar  in  times  of  short  supply.  Fiji  gives  and 
will  continue  to  give  priority  in  supply  to  its  long  term  access  mar- 
kets, and  in  particular  the  U.S.  market,  which  have  long  provided  an 
assured  remunerative  return. 

4.  PERFORMANCE     CAPABILriY,    INCLUDING    WILLINGNESS    TO    SET    ASIDE 

RESERVES  FOR  U.S.  MARKET,  ABILITY  TO  MAKE  TIMELY  SHIPMENTS, 
CURRENT  PRODUCTION  AND  SHIPPING  CAPABILITY,  AND  PLANS  WITH- 
IN THE  NEXT  5  YEARS  FOR  EXPANSION  OF  PRODUCTION,  PROCESSING, 
LOADING  AND  STORAGE  FACILITIES  (THAT  IS,  A  DETAILED  EXPLANATION 
AND  EVALUATION  OF  THE  COUNTRY'S  EXISTING  SUGAR  INDUSTRY  AND 
ITS  FUTURE) 

The  Fiji  sugar  industry  has  the  existing  milling  and  agricultural 
capacity,  given  favorable  weather  conditions,  to  produce  over  450,000 
short  tons  of  sugar  annually.  However,  due  to  climatic  difficulties 
including  the  effects  of  the  disastrous  1972  hurricane,  production  at 
full  capacity  has  not  been  achieved  in  the  past  2  years. 

In  1973  the  Government  of  Fiji,  in  concert  with  all  political  par- 
ties and  with  all  those  concerned  in  the  sugar  industry,  decided  that 
in  order  to  bolster  foreign  trade  and  to  improve  employment  oppor- 
tunities throughout  the  economy  resulting  from  increased  produc- 
tion, it  was  vital  to  expand  the  area  under  sugar  cane. 

Plans  are  being  implemented  to  expand  a  further  area  of  20,000 
acres  over  the  next  5  years.  This  means  roughly  another  60,000  short 
tons  of  sugar  will  be  available  for  export.  The  expansion  in  both 
field  and  mill  capacity  is  already  underway.  Mill  expansion  is  pro- 
ceeding involving  commitment  of  finance;  Government  is  building 
access  roads,  and  shipping  facilities  are  being  enlarged. 

The  costs  of  the  agricultural  expansion  are  estimated  at  $2  million, 
the  mill,  transport  and  shipping  expansion  at  $3.5  million.  More 
importantly,  an  additional  2,000  families  will  have  livelihood  with 
dignity — and  at  an  average  of  5  per  family,  this  will  give  support 
to  10,000  people. 
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Fiji  is  a  second'half-year  producer  and  in  view  of  the  last  S 
yeai-s'  adverse  seasonal  coiiditiong  has  not  been  able  to  arrange  ship 
ments  to  the  United  States  during  tlie  first  half  of  the  year.  However 
it  has  always  promptly  and  regnlarly  arranged  shipment  of  ib 
quota  for  anival  in  the  United  States  end-third/begmning-foiirtl 
quarter  of  each  year,  a  position  which  has  met  with  the  approval  o; 
theUSDA, 

6.  A  DESCRIFTXON  OF  OTITEH  ACTTTAL  OR  BXFECmCD  SPECIAT.  ARlLVKGEMENl 
COMMITMENTS  OF  THE  FOREIGN^  SUPPLIER  DURING  THE  NEXT  S-TEAI 
PERIOD  (WnETIIER  OR  NOT  TIIEY  ARE  PHEFEHBNTIAL  MARKETS,  BI 
L^VTERAL  OR  MULTILATERAL  a>MMriMENl^,  INCLUDING  PLANS  F0| 
PARTICIPATION  IN  THE  WORLD  MARKET) 

Basic  stability  for  the  Fiji  sugar  industry  has  for  a  number  oi 
years  been  provided  by  its  domestic  recjui rente ntSr— 30,000  tons— an<i 
by  its  guaranteed  special  outlets  to  the  U.K.  under  the  Cojiunoib 
wealth  Sugar  Agreement— 165,000  tons — ^and  to  the  U.S.  markets 
{45,001))  tons.  These  three,  markets  total  240,000  tons. 

In  addition,  Fiji  has  commercial  commitments  to  supply  suga 
for  a  number  of  years  ahead  to  some  of  its  ti^aditional  world  mai*kpt 
buyers.  These  additional  commitments  total  D0,000  tons.  A  sulistan 
tial  amount  of  sugar  remains  uncommitted  in  any  way,  and  this 
amount  will  be  further  increased  because  of  the  expansion  which  iff' 
taking  place  witliin  the  Fiji  sugar  industry. 

It  is  worth  noting  again  that  the  Commonwealth  Su^ar  Agreement 
t-enninates  at  the  end  of  1974  as  a  consequence  of  Britain's  accession 
to  the  European  Economic  Community.  Detailed  arrangements  to 
succeed  the  Commonwealth  Sugar  Agreement  after  1974  liave  yet  to 
be  negotiated .  with  the  enlarged  commimity  and  this  uncertainty 
once  again  emphasizes  the  importance  of  a  stable  and  expanded  out* 
let  for  Fiji  in  the  United  States. 

6,  A  BKIKF  EXPI A  NATION  OF  TIIR  TCATUTtE  OF  1*HJ;  COUNTRY'S  SUGAR  IX 
DUSTRT  AND  HOW  FT  FUXCTI0N8  IKCT.UDING  THE  EXTENT  TO  WHICH 
EENEFrrS  IN  THE  IXDUSTRY  ARE  SHARED  BY  SUGAR  FARMERS  AKD 
WORKERS 

The  Fiji  sugar  industry  has  the  milling  capacity  and  the  area 
under  cane  to  produce  over  450,000  short  t^ns  of  sugar 

Sugar  cane  is  produced  by  over  16,000  independent  farmers  whos<3f 
average  farm-size  is  approximately  10  aore^.  The  famici's  are  assist^^d 
by  an  extensive,  highly  efficient  cane  transport  system,  by  research 
work,  by  field  extension  services  and  other  services  provided  by^ 
and  at  the  expense  of,  the  millers*  There  is  one  milling  company 
opemting  the  four  mills  in  Fiji,  This  is  The  Fiji  Sugar  Corp,  Ltd. 
which  is  98  percent  owned  by  tlie  Fiji  Government.  It  is  run  as  a 
business  enterprise,  the  board  of  the  company  consisting  predomi 
nantly  of  prominent  Fiji  businessmen. 

Tlie  stability  of  the  industry  is  supported  by  statutorily  inde 
H    pendent  guidance  supplied  to  both  millers  and  growers  from  t\m 
I    independent  chairman  for  the  Fiji  Sugar  Industry  and  from  the  Fiji 
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Sugar  Board — ^the  latter  is  concerned,  among  other  things,  with  the 
setting  and  allocation  of  target  quotas  for  cane  and  sugar.  In  addi- 
tion, there  is  a  Sugar  Advisory  Council  which  comprises  represen- 
tatives from  Government,  millers,  growers,  mill  workers,  and  in- 
cludes the  Fiji  Sugar  Board.  The  Council  advises,  in  a  consulting 
capacity,  on  matters  of  industn^-wide  applications  and  importance. 
In  the  world  context,  the  Fiji  sugar  industry  is  widely  acknowl- 
edged to  be  highly  efficient  in  milling,  agriculture,  and  research, 
The  cane  is  very  sweet — ^the  tons  of  cane  per  ton  of  sugar  ratio  is 
one  of  the  lowest  in  the  world.  Fiji  produces  a  high  quality  raw  sugar 
which  is  favorably  regarded  and  sought  by  buyers  throughout  the 
world,  including  cane  refiners  in  the  United  States.  Continuing  ex- 
tensive research  programs,  for  both  field  and  mill,  are  directed  toward 
maintaining  and  improving  the  efficiency  of  the  Fiji  industry. 

Of  the  proceeds  obtained  from  the  sale  of  Fiji's  sugar,  both  over- 
seas and  within  Fiji,  65  percent  is  paid  to  the  growers  and  35  percent 
is  retained  by  the  millers.  Furthermore,  there  is  a  minimum  price  of 
$8.65  per  short  ton  (U.S.  dollar  equivalent)  paid  to  the  grower.  The 
average  gross  income  in  terms  of  U.S.  dollars  earned  by  a  Fiji  cane 
farmer  in  1973  would  have  been  about  $1,850. 

The  income  received  from  sugar — over  90  percent  being  earned 
from  exports — is  broadly  distributed  throughout  the  country  due  to 
the  large  number  of  growers. 

Sugar  mill  workers  are  unionized  and  wages  are  negotiated  an- 
nually by  collective  bargaining  with  recourse  to  voluntary  arbitra- 
tion. Average  sugar  mill  workers  wages  are  consistent  with  the  high- 
est level  of  wages  paid  in  Fiji  for  similar  employment. 

7.  ATTITUDE  OF  FOREIGN  SUPPLrlER  GOVERNMENT  TOWARD  THE  UNTIED 
STATES  AND  RECORD  OF  TREATMENT  OF  U.S.  CmZENS'  INTERESTS  AND 
PROPERTY  WITHIN  THE  COUNTRY 

Fiji  has  been  consistently  friendly  to  the  United  States  over  the 
years.  There  have  been  U.S.  consular  relations  with  Fiji  since  the 
«arly  180O's.  Fiji  is  steeped  in  the  same  English  Common  Law  tradi- 
tion as  the  United  States.  Like  the  U.S.  Constitution,  the  Fiji  Con- 
stitution provides  for  the  protection  of  basic  human  freedoms,  due 
process  of  law,  and  an  independent  and  impartial  judiciary, 
f  During  World  War  II,  more  than  a  division  of  American  troops 
^vere  stationed  in  Fiji. 

More  recently,  Americans  have  been  stationed  at  Nadi  Airport  in 
connection  with  splashdown  operations  in  the  U.S.  space  research 
program.  This  once  again  demonstrates  the  strategic  importance  of 
Fiji  in  the  South  Pacific. 

The  United  States  was  one  of  the  first  nations  to  come  to  the  aid 
of  Fiji  after  the  1972  hurricane.  More  than  1,800  tents,  hundred  of 
water  tanks,  trucks,  and  tons  of  food  were  sent  to  Fiji.  The  people 
of  Fiji  will  long  remember  this  outpouring  of  help  during  her  time 
of  crisis. 

Fiji  has  warmly  welcomed  some  450  members  of  the  Peace  Corps 
to  help  in  educational  and  development  projects.  Currently  there 
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are  123  volunteers,  and  8  Peace  Corps  staff  working  in  Fiji  who  are 
providing  useful  service  for  which  Fiji  is  extremely  grateful. 

Fiji  is  associated  with  the  United  States  in  the  work  of  the  South 
Pacific  Commission. 

An  office  of  the  First  National  City  Bank  has  been  established 
in  Suva,  the  capitol. 

U.S.  citizens  enjoy  the  same  rights  and  privileges  as  all  persons 
from  other  countries.  There  are  only  normal  immigration  controla 
to  safeguard  the  rights  of  Fiji  citizens.  Fiji  welcomes  thousands  o^ 
U.S.  citizens  as  tourists  every  year. 

There  has  been  no  expropriation  of  any  foreign-owned  property 
— ^American  or  otherwise — in  Fiji.  As  in  any  country,  the  Govermneiit 
of  Fiji  retains  powers  of  eminent  domain.  Like  the  United  States, 
the  exercise  of  these  powers  is  strictly  limited  by  section  8  of  the 
Fiji  Constitution,  which  requires  negotiation  at  the  outset,  and  inde- 
pendent judicial  determination  of  any  deadlock.  Section  8  further 
ensures  the  prompt  payment  of  adequate  compensation  in  all  cases 
of  compulsory  acquisition  and  allows  the  recipient  to  remit  the  whole 
of  the  amount  received — free  from  any  deduction  charge  or  tax  made 
or  levied  in  respect  of  its  remission — ^to  any  country  of  his  choice 
outside  Fiji. 

Fiji  has  recently  adopted  a  single-line  tariff  system,  now  the  U.S. 
trades  with  Fiji  on  exactly  the  same  basis  as  any  other  nation.  In 
addition,  last  week  the  Government  of  Fiji,  in  a  major  monetary 
action,  shifted  the  valuation  of  the  Fiji  dollar  from  sterling  to  the 
U.S.  dollar.  This  is  a  strong  indication  of  the  faith  which  Fiji  puts 
into  its  relationship  with  the  United  States. 

8.  WORLD  MARKET  SALES  FOR  THE  PAST  3  YEARS 

Fiji's  sales  to  the  world  market  for  the  past  3  years  were:  1971, 
175,000  tons;  1972,  107,000  tons;  and  1973,  92,000  tons. 

Fiji's  exports  to  the  free  market  in  each  of  the  years  from  1967 
to  1971  exceeded  160,000  tons.  The  disastrous  hurricane  mentioned 
earlier  and  subsequent  poor  climatic  conditions  caused  the  reduced 
figures  for  1972  and  1973. 

9.  STATUS  OF  FOREIGN  SUPPLIER'S  DOMESTIC  CONSUMPTION 

The  Fiji  sugar  industry  is  primarily  an  export  industry.  Domestic 
consumption  requires  less  than  10  percent  of  production. 

10.  A  BRIEF  SOCIAL  AND  ECONOMIC  PROFILE  OF  THE  FOREIGN  SUPPLnX 
COUNTRY,  INCLUDING  ITS  DEPENDENCE  ON  SUGAR  AS  A  SOURCE  OF  FOR- 
EIGN EXCHANGE,  ITS  NEED  FOR  ECONOMIC  DEVELOPMENT,  AND  THE  IM- 
PORTANCE OF  A  PROGRAM  MARKET  IN  THE  UNITED  STATES 

Fiji  is  a  group  of  over  300  islands,  most  of  them  small  and  many 
of  them  uninhabited,  which  are  scattered  across  the  180-degree 
meridian  in  the  South  Pacific.  Over  90  percent  of  the  population 
live  on  the  two  main  islands — Viti  Ijevu  and  Yanua  IjCvu — which 
between  them  account  for  most  of  the  land  surface  of  the  group. 
Sugar  is  grown  only  on  these  two  islands. 
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The  population  is  over  half-a-million  and  is  increasing  rapidly. 
Although  a  vigorous  family  planning  campaign  has  reduced  the 
annual  rate  of  increase  in  the  last  4  years  to  about  2.5  percent,  half 
the  people  are  under  15  years  of  age.  Much  of  the  land  is  too  rugged 
for  intensive  cultivation.  The  known  mineral  resources  are  limited. 
The  classical  problem  of  development — dependence  on  agriculture 
and  limited  industrialization,  the  education  of  a  rapidly  growing 
population,  and  the  creation  of  jobs — are  therefore  found  in  Fiji 
in  urgent  and  acute  forms.  These  problems  are  compounded  by 
Fiji's  small  size  and  geographical  isolation  from  markets. 

The  standard  of  living  is  modest,  and  the  population  of  Fiji — 
which  consists  mostly  of  the  original  islanders  and  descendants  of 
Indian  immigrants  in  approximate  numerical  balance — have  every 
reason  to  hope  for  improvement.  From  October  10,  1874,  when  the 
chiefs  of  Fiji  ceded  the  islands  to  Queen  Victoria,  until  October  10, 
1970,  Fiji  was  a  crown  colony  of  the  United  Kingdom.  On  the  96th 
anniversary  of  Cession,  Fiji  became  an  independent  nation  within 
the  British  Commonwealth.  Under  the  new  constitution,  Fiji  has  a 
House  of  Eepresentatives — ^the  Lower  House — with  52  elected  mem- 
bers and  a  Senate — ^Upper  House — comprised  of  22  nominated 
members. 

Two-thirds  of  Fiji's  income  from  the  export  of  domestic  products 
and  almost  15  percent  of  the  gross  domestic  product  are  derived 
directly  from  sugar.  Other  main  exports  are  coconut  products  and 
gold.  Tourism  is  developing  rapidly. 

With  the  urgent  i^ed  to  provide  jobs  for  the  rapidly  expanding 
work  force,  the  government  is  doing  everything  it  can  to  diversify. 
Forest  and  fishery  industries  are  being  developed  and  attempts  are 
also  being  made  to  develop  cattle  and  rice  industries.  But  diversifi- 
cation of  an  economy  takes  time.  In  a  small,  unindustrialized  country 
large-scale  agricultural  crops  must  be  produced  for  export.  No  agri- 
cultural crops  offer  either  the  same  opportunities  for  employment, 
or  as  good  a  return  per  acre,  as  sugar  cane. 

Moreover,  with  the  growing  population,  diversification  has  to  be 
in  addition  to  and  not  in  place  of,  sugar.  In  a  country  where  sugar 
cane  is  grown  and  sugar  produced  efficiently  and  economically,  there 
is  no  ground  for  diversifying  out  of  sugar ;  of  course,  there  is  every 
Reason  for  diversifying  on  top  of  it. 

In  any  event,  sugar  will  remain  a  major  sector  of  the  Fiji  economy. 
It  provides  a  high  level  of  employment  and  there  is  a  large  financial 
investment  in  the  mills  and  farms,  and  large  social  investments  in 
Anblished  farms,  skilled  growers  and  mill  employees. 

The  importance  of  the  United  States  susrar  market  to  the  Fiji 

\i\    su^ar  industry,  and  thus  the  economy  of  Fiji,  is  that  it  provides  a 

(Hiaranteed  outlet  at  remunerative  prices,  thus  helping  to  give  the 

industry  a  measure  of  stability  that  is  so  vital  to  it  and  to  all  the 

peoples' of  Fiji. 

CONCLTTSION 

In  conclusion,  Mr.  Chairman,  Fiji  is  extremely  grateful  for  the 
opportunitv  to  participate  in  the  U.S.  market.  In  1965  Fiji  offered 
^0  supply  the  United  States  up  to  100,000  tons  of  sugar  per  year.  In 
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1071  Fiji  agam  offered  to  supply  sugar  tip  to  ttiat  amount.  Once 
^gain,  P'iji  reaffirms  its  1965  and  1971  offer  for  the  iipooming  new 
Sugar  Act,  and  stands  ready  to  meet  the  needs  of  this  market. 

Fiji  expressly  fa\"ors  the  5 -year  duration  proposed  by  H,R.  12525^ 

Fiji  respects  this  market^  Mr.  Chairman,  and  Fiji  needs  this 
market  to  ensure,  the  growth  of  her  people  and  their  e<!.onomy.  Be- 
cause of  this,  as  her  perfect  record  of  performance  stret-ching  back 
more  than  a  decade  indicates,  Fiji  wHl  participate  enthusiastically 
to  the  extent  of  what  is  asked  of  her. 

Thank  you  v^ry  much. 

Mr.  Stttbblefield.  Thank  you.  Judge  Purcelh  We  appreciiite 
having  your  testimony.  If  you  will  step  aside,  we  will  get  around  to 
<|nestioning  you  following  our  hearing  tiic  other  witnesses. 

The  next'  witness  is  Mr,  Albert  S,  Nemir,  who  represents  tte 
Brazilian  Sugar  and  Alcohol  Institute. 

Mr,  Neuiirj  we  are  glad  to  have  you  with  us. 

STATEMENT  OF  ALBEKT  S.  NEMIR,  REPEESENTING  THE  EEAZHIM 
SUGAR  AND  ALCOSOL  INSTITUTE  (I.A.A.) 

Mr.  Nemih.  Mr.  Chairman,  gentlemen  of  the  committee,  I  am 
Alliert.  S.  Nemir  of  A,  S.  Nemir  Ajssociates*  We  represent  the  Su^ar 
und  Alcohol  Institute  of  Brazil,  commonly  known  as  the  LAA.  We 
fire  registei'ed  with  the  Department  of  Justice  and  have  filed  the 
required  reports.  The  LAA  is  a  semi-autonomous  agency  of  the 
Bra?5ilian  Government  and  is  charged  with  implementation  and  ese- 
cution  of  Brazilian  Government  policj^  and  programs  with  respei]tto 
sugar  production^  sugar  distribution  and  the  exportation  of  sugar*  ^ 

Mr.  Chainnan,  we  have  prepared  a  detailed  statement  of  BraziFs 
^ugar  position  and  capabilities — in  which  we  have  responded  to  th 
10  questions  posed  in  3  our  memorandum  of  February  4, 

Initially,  I  would  like  to  expreas  my  sincere  belief  that  the  con- 
tribution  that  witnesses  can  mate  at  this  hearing  is  to  address  theni- 
selves  to  one  simple  objective,  that,  is  to  give  encouragement  both  to 
domestic  and  foreign  producers  to  increase  sugar  production  in  the 
years  ahead.  This  is  the  best  way  of  assuring  the  American  con- 
sumer of  an  adequate  supply  of  sugar  at  reasonable  prices.  It  is  ifl 
this  vein  that  I  am  presenting  my  views. 

The  scope  and  importance  of  the  functions  of  the  lAA  are  showi 
by  the  fact  that  the  governing  body  of  the  institute  includes  tJje 
president  of  the  lAA  as  chairman  and  representative  of  the  Ministry 
of  Industry  and  Commerce,  to  which  the  I.^l  is  subordinate,  atid  I 
representatives  of  the  Bank  of  Brazil,  the  Mmistries  of  the  Interior 
Finance,  Planning  and  General  Coordination,  Transport,  Labor 
Social  Welfare,  Agriculture  and  Foreign  Affaii's,  and  representatives  1 
of  the  National  Agricultural  Confederation,  and  of  sugar  mill  np-i 
erators  and  sugar  cane  suppliers.  This  broad  representation  of  a"j 
sections  of  the  Brazilian  economy  assures  fidl  consideration  of  ^1^| 
public  and  private  interests. 

Created  in  193S,  over  40  ye-ai"s  ago,  the  lAA  in  its  operations] 
closely  aims  at  goals  quite  parallel  to  the  objectives  of  the  U.S.  Sut^^ 
Act*  that  is,  to  insure  the  stability  of  the  sugar  industry  aad  to 
protect  the  interest  of  sugar  producei-s  and  consumei's.  In  additioo* 
however,  the  lAA  is  the  sole  exporter  of  sugar* 
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Brazil,  acting  through  the  lAA,  foresaw  the  world  needs  for 
additional  sugar  production  and  took  steps  to  strengthen  the  su^ar 
industry  both  to  provide  the  population  of  100  million  persons  with 
an  efficient  and  economic  supply  of  sugar  and  additionally  to  develop 
its  potentiality  to  increase  international  trade  in  sugar.  Production 
was  increased  over  3  million  short  tons  from  the  5-year  average^ 
1965-69,  of  4,802,000  short  tons  raw  value  to  the  1973-74  production 
amounting  to  7,840,000  tons.  This  increase  in  production  permitted 
the  establishment  of  an  export  market  of  over  3  million  short  ton& 
annually. 

As  requested  in  a  press  announcement  of  February  4,  there  follow 
responses  to  the  10  questions  posed. 

1.  DESIRE  TO  CONTINUE  PARTICIPATION  IN  THE  U.S.  SUGAR  PROGRAM 

Nothwithstanding  the  current  higher  price  for  world  sugar  com- 
pared to  the  U.S.  price,  Brazil  is  interested  in  participating  on  an 
mcreased  scale  in  the  U.S.  market  at  a  higher  level  than  in  the 
past  years. 

In  1973,  Brazil  exported  to  all  countries  3,300,000  short  tons  raw 
value  of  sugar.  This  is  a  200  percent  increase  over  the  export  level 
prevailing  in  1971  when  we  last  testified  before  this  committee. 
Brazil  is  willing  to  guarantee  to  the  U.S.  market  a  supply  of  sugar 
in  the  order  of  1  million  metric  tons  annually  beginning  m  1975,  or 
about  one-third  of  its  current  total  export  volume.  In  order  to  guar- 
antee Brazil's  permanent  participation  at  this  level,  we  urge  that  con- 
sideration be  given  to  making  a  greater  proportion  of  Brazil's  U.S. 
quota  a  permanent  basic  quota.  For  example,  for  the  year  1974, 
Brazil  has  accepted  the  responsibility  to  supply  852,824  short  tons 
to  the  United  States  of  which  only  43  percent  is  basic  quota. 

2.  PERFORMANCE  RECORD  FOR  THE  PAST  2  YEARS 

This  year,  1974,  Brazil  has  accepted  deficit  reallocations  of  325,178 
tons  to  make  her  total  overall  commitment  to  the  U.S.  market  852,824. 
This  commitment  was  made  at  a  time  when  the  world-market  price 
was  substantially  above  the  U.S.  market,  and  reflects  the  importance 
Brazil  attaches  to  being  a  major  supplier  to  the  United  States.  In  the 
absence  of  unforeseen  conditions  we  wish  to  assure  the  committee  that 
Brazil  will,  as  in  the  past,  fulfill  all  of  its  quota  obligations  and  will 
participate  in  USDA  quota  actions. 

During  1973,  Brazil  supplied  658,614  tons  to  the  U.S.  market, 
which  included  accepting  deficit  reallocations  of  182,455  tons  and 
provisional  quotas  of  126,342  tons.  The  record  will  show  that  through- 
out 1973  world  prices  were  also  higher  than  U.S.  prices. 

In  1972,  Brazil  supplied  635,498  tons  which  included  only  362,887 
tons  covered  by  permanent  basic  quota. 

3.  PRIORFTY  ASSURANCE  TO  THE  U.S.  MARKET 

Brazil's  shipments  of  sugar  to  the  United  States  for  the  calendar 
years  1966  through  1973  are  given  in  the  following  table.  A  second 
taible  is  also  included  to  show  the  shipments  by  months  and  by  quar- 
ters for  the  years  1969  through  the  first  quarter  of  1974.  These  two 
tables  establish  the  fact  that  Brazil  has  a  good  performance  records 
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U.S.  IMPORTS  OF  SUGAR  FROM  BRAZIL 
[Short  tons,  raw  value] 


Basic  quota 

Provisional 
quota 

Deficit 
reallocations 

Hnaladjusteil 
qaoti 

1966 

1967 

1968 

1969 •    . 

209,118 

217,432 

227,324 

.      .  .         .            221.353 

219.898 
231,793 
244,771 
236,793 
269,433 
261, 168 
122,228 
126,342 
159,061 

49,127 
63,426 
147,786 
182.492 
122.839 
102.824 
150  383 
182,455 
325.178 

478.143 
512.651 
619.881 

B 

635^498 
658^614 
852.824 

1970 

1971 

1972 

1973 

1974 

245. 9?8 

240.683 

362,887 

349,817 

368.585 

Percent  of  total 

1966 

1967 

1968 

1969 

43.7 

42.4 

36.7 

34,5 

46.0 
45.2 
39.5 
37.0 
42.2 
43.2 

10.3 

28.5 
19.3 
17.0 

100.00 
100.00 
100.00 
100.00 

1970 

1971 

38.5 

39.8 

100.00 
100.00 

6-yr  average 

39.3 

42.2 

18.5 

100.00 

1972 

1973 

1974 

57.1 

53.1 

43.2 

19.2 
19.2 
18.7 

23.7 
27.7 
38.1 

100.00 
100.00 
100.00 

3-yr  average 

51.1 

19.0 

29.9 

100.00 

Source:  USDA  sugar  statistics  as  of  Feb.  15. 1974. 

MONTHLY  RAW  SUGAR  RECEIPTS  FROM  BRAZIL 
[Thousand  short  tons,  raw  value] 


Month  of  arrival 

1969 

1970 

1971 

1972 

1973 

1974 

January 

February 

88 

17  ... 
19 

96 
68' 

92 
16 
110 

127 
34 
41 

167 
44  .. 

60 

March 

50 

180 

1st  quarter 

124 

164 

218 

202 

261 

>240 

April 

May 

June 

35 

93  ... 
8b 

26 
85""" 

53 
93" 

105 
28 
166  ... 

29  .. 
40  - 

2d  quarter            

213 

111 

146 

299 

69  -_ 

1st  6  months 

337 

275 

364 

501 

330  - 

July.. 

August 

September 

80 
85 
68 

62 
50 

105  ... 

76 
125 

56 
16... 

31  .. 

3d  quarter 

233 

217 

207 

72 

31  .. 

October 

November 

30 
30 
11 

55 
86  ... 

20 

43 

IB  .. 

December 

5 

20 

19 

4th  quarter 

71 

146 

40 

62 

2198.. 

2d  half 

304 

363 

241 

134 

329  .. 

Total 

641 

638 

605 

635 

659 

852.824 

1  Estimated  amount  sold  for  arrival  in  the  1st  quarter.  1974. 
Source:  USDA. 


4.  PERFORMANCE  CAPABILITY,  PRODUCTION,  EXPORTS,  AND  NEW  ABEAS 

(a)  The  production  of  sugar  in  Brazil  by  months  is  given  below. 
A  graphic  description  of  production,  exports,  and  distribution  is 
shown  in  chart  I  and  chart  II. 
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BRAZIL-MONTHLY  PRODUCTION  OF  RAW  AND  CRYSTAL  $UGAR  IN  1973 
[Short  tons,  raw  value] 

Crystal  Raw  Total     Percent  of  total 

January 227,000  177,000  404,000  5.3 

February 152,000  144,000  296,U.  3.9 

March 131,000  127.000  258,000  3.4 

April....: 101,0'»0  30,C0O  131,000  1.7 

-May 51,000  3,000  54,000  .7 

June 546,000  276,000  822,000  10.7 

July 638,000  265,000  903,000  11.8 

August 729,000  291,000  1,020,000  13.3 

-September 799,000  265,000  1,064,000  13.9 

•Octobef 910,000  240,000  1,1&0,000  15.1 

Novennber 723,000  223,000  946,000  12.4 

December 347,000  252,   .0  -99,000  7.8 

Total— short  tons,  raw  value 5,354,000        2, 293, 000        7,647,000  100.0 

CHART  I 

BRAZILIAN  SUGAR  PRODUCTION -1973-74 

7,970,000  Tons  Authorized 
222  Mills  Operating 

(All  tonnaga  figures  expressed  in  Short  Tons,  Raw  Value) 


Oyttll  for  Ejrport  ^QOO 

ftnv  Tor  Bip<jft  1.23^000  i 


DltTRI|gTI0N-1i73 
USED  Ott  7,5fla,Q0D  TIHtt 


MIAZIUAN  SU6AR  PRODUCTION 
5  Y«ar  Short  Tom 


5.063.000 
5.642,000 
5.939.000 
6.909.000 
7,970,000 


1964-65/1968/69 
Crop  Year 
1969/70 
1970/71 
1971/72 
1972/72 
1973/74 


Source:  USDA  Foreign 
Agricultural  Service.  Nov.  1973 


Ptmntinm  Pwicd: 

MortrtMst:  May-July:  Novwnbtr-Jcnuafy 

■Sowtfi:  January-March 
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CHAET  II 


BRAZIL'S  SUGAR  EXPORTS  AND 
EXPORT  FACIUTIES-1973 


m*iiLiAti  $UGAii  iicrum  trnnu    1 

►HCLUWMfty.l, 

[ShDft  Tons,  R#M  Vmvt)               1 

m% 

917.QM 

1966 

MT^nOD 

1^7 

M^ixm 

13GB 

MiJXD 

1969 

197D 

■77P.C0S 

i9n 

.3az.oeo    , 

t972 

2,«iaDaa 

1973 

Jvafli.oQo 

MOHTMLT  Sye*B  SKFRHmtS 

MASl  OURIW  1973 

(StTonTortt^RwV^JiK) 

i^niiiry 

M.OOO 

Frilfiiliy 

34B.!>aO 

Mtfcn 

333.DQ0 

« 

June 

JUlT 

3i240QO 

August 

310,000 

Seplembef 

2J  0,000 

OdtObtf 

323,000 

361.000    1 

OflCBmftef 

394,000 

TOTAL  1973  3,3fil.0e0  S.r.R.V, 

equinl^nt  to  2,976,614  M  T.R  V. 

M  Thrtt  a>tK  portt  win  kHtmwRty  be  cquippid  tc  renlvt,  i 
Isid  tupr  andv  ThE  Tioit  criodsm  conditiflnst     A 
bulk  tugif  wrmlfiil  h  now  tf\  tHMratc^n  »t  Flecffe. 
lAA.  lh«  corntruetiDfi  dI  rnddBrri  facilitk«  liinllir  to   RK^ft  Is  f 
bepr  It  MaetiQi,  StaiB  &f  Aksgoas.  bv  July  1974,  Car  compleljoci  in  1 
Mn  wtimilBd  cent  of  f^.&QQ^OOQ'. 

AljD  th€  EUTTstrucfkin  qI  a  modefn  suqif  lefrr^fnH  at  ^ritn,  SlJtft  d 
S>D  PauId,  ii  apfjrDifffd  with  construe  I  jcyn  to  ftm  imijarv  10*75  U  ^ 
Cludni  in  thrflfi  t^ear^,  Jgnusrv  1  S7&*  it  &  cost  of  147^300,000^ 


M*c«io:  Sugar  Rnrtipts.  ,  .  .  .  ,  .  .tiODO  toi»pe<r  hflur 
Sugar  Ship- LiHdiTiB  t  ^  .  »  .  « 1 ,0OD  toni  ptf  htiur 
Storage    ^     ^     +     «     ..,,.,*  ZQ0.000  tEKti 

SantDC  Supr  ftKsnpti.  .  .  >  *  4  -  .1,000  tdni  tier  hour 
Siifpr  5hip-Laiding  ,  ,  t  -  .-  -  2,000  unK  pir  JNaur 
fibme  ,    ,    .    , .4a0,0CK)lons 


(b)  Exports:  Brazirs  sugar  exxxuls  for  the  y^ar  1972  and  It)* 
were  9/J08,M0  short  tons  and  3,281,000  sliort  tons  of  sugar,  respective!; 
and  shipped  from  three  ports  of  Brazil. 

The  movement  from  these  three  ports  by  quarters  for  1973  are  ^y^ 
below; 
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IShort  toK,  nw  vilae) 


MacsiQ>1(9cift  SMtos    Total  (3  p3rts) 


440.000 

302,000 

73000 

299.000 
3IS.00O 
773.000 
651.000 

739.000 
610,000 
046.000 

427,000 

1.078,000 

1st  quarter 

2d  quarter 

3d  quarter 

4th  quarter 

Total 1.242.000         2.039,000  3.281.000 

All  three  sugar  ports  will  ultimately  be  equipped  to  receive,  store, 
smi  load  sugar  under  the  most  modem  conditions.  A  completed  auto- 
mated bulk  sugar  terminal  is  now  in  operation  at  Recife.  Already 
approved  by  lAA,  the  construction  of  modem  facilities  similar  to 
Recife  are  scheduled  to  begin  at  Maceio,  State  of  Alagoas,  by  July 
1974,  for  completion  in  1976,  at  an  estimated  cost  of  $23,600,000. 

Also,  the  construction  of  a  modem  sugar  terminal  at  Santos,  State 
of  Sao  Paulo,  is  approved  with  construction  to  start  January  1975 
and  to  be  concluded  in  3  years,  January  1978,  at  a  cost  of  $47,300,000. 

Established  oapacities 
llaceio:  Tons 

Sugar  receipts *  1, 000 

Sugar  shii>-loading *  1, 000 

Storage 200,  OOp 


Sugar  receipts *  1, 000 

Sugar  ship-loading *  2. 000 

Storage ^ 400, 000 

^  Per  hour. 

'ttTien  these  two  modem  terminals  are  completed  Brazil  will  have 
^  total  capacity  to  store  800,000  tons  of  sugar  at  port.  The  three 
terminals  will  be  equipped  to  mechanically  load  bulk  and  bag  sugar 
at  unprecedented  rates. 

The  lAA's  financial  involvement  for  the  two  ports  will  be  about 
$75  million  and  with  the  commitment  from  private  and  other  sources 
the  total  investment  at  the  ports  can  be  projected  to  exceed  $100 
million. 

5.    NEW    ARMS 

In  addition  to  the  steps  taken  to  reconstruct  and  improve  produc- 
tion in  existing  sugar  cane  areas,  six  new  mills  have  been  authorized. 
The  location  and  brief  notes  are  illustrated  in  chart  III.  The  plant 
at  Altamira  is  already  constructed  on  the  Trans- Amazon  Highway. 
Four  of  the  six  new  mills  are  located  in  the  noith/northeast  States 
of  Brazil.  A  major  development  is  in  the  San  Francisco  Eiver  Valley 
area  where  initial  production  is  li/^  million  bags  (90,000  tons)  for 
1976  rising  to  51/2  million  bags  (330,000  tons)  by  1980. 

By  1980  these  six  new  milE  will  result  in  new  production  of  over 
'^00,000  tons  and  will  represent  an  investment  of  about  $500  million. 


Digitized  by  VjOOQIC 


374 

CHART  III 

LOCATION  OF  NEW  SUGAR  MILLS 

RECENTLY  APPROVED  FOR  CONSTRUCTION 
BRAZIL 


7.  AMAZONAS- 600.000  Ban 
(36.000  Metric  Tons- 1976) 


3.  AUMmA-  600.000  BafS 
(36.000  Mrtfic  Yons-»75) 


4.  CEAIIA-60a000B4«S 
(36,000  Metric  Tons- 1970 


h,  ACRE-Locatioh  now  being 
studied -600.000  Bags 
(36»000  Metric  Tons) 


5.  MINAS  SERAIS*- 1.50a000Bi«l 
(90.000  Metric  Tons- 1976) 
2  years  later  3.500.000  Bags  (210000  M.T> 
2  years  iat*r  5,500.000  Bags  (330,000  M.T> 


S..  ESPHUTO  SANTOS-60aOOO  Bl 

(36,000  Metric  Tons- 1976} 


San  Francisco 
River  Valley 


*The  Federal  Government  and  the  State  Government  have  agreed  to  finance  the  development  of 
200,000  hectares  of  land  in  the  San  Francisco  River  Valley.  The  area  lies  between  Janu^ra  and  Janadba. 
It  is  proposed  that  half  will  be  under  irrigation. 

The  at)0V9  mills  will  require  as  much  as  $500,000,000  and  result  in  new  production  of  over  600,000 
Metric  Tons  of  sugar  when  completed. 

(d)  Some  aspects  of  Brazil's  sugar  problems  and  their  solution.— 
The  problem. — For  many  years  Brazil  has  faced  serious  problems 
with  its  sugar  industry,  to  a  certain  extent  even  in  the  South  which 
is  more  advanced  economically  and  most  favored  with  economic  re- 
sources, but  especiall;^  and  most  demanding  of  solutions  in  the  North- 
east where  poverty  is  widespread  and  industry  and  agriculture  lag 
behind  the  Center-South  region. 

A  brief  discussion,  not  necessarily  in  order  of  importance,  of  the 
principal  problems  is  illuminating. 

The  loading  method  at  the  three  sugar  export  ports  (Recife  and 
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aceio  in  the  Northeast  and  Santos  in  the  South)  was  inefficient  and 
icessively  time  consuming  in  the  face  of  the  demand  from  abroad 
►T  bulk  sugar  shipments. 

IVhere  sugar  production  has  been  on  an  ever-rising  scale  to  meet 
Ltemal  and  overseas  demands,  the  problem  of  low  productivity 
L,e.,  reduced  amount  of  sugar  produced  per  ton  of  cane  ground) 
ecame  increasingly  serious.  This  productivity  problem  was  inti- 
lately  connected  with  the  disproportionate  number  of  small  mills 
rith  limited  capacity  to  operate  economically  (in  1973,  64  percent  of 
11  mills  in  the  country  and  77  percent  of  the  mills  in  the  Nortiheast 
egion).  Obsolete  and  obsolescent  plant  equipment  markedly  in  the 
Northeast,  added  to  this  problem  and  private  capital  to  alleviate  the 
ituation  was  lacking. 

This  productivity  problem  was  aggravated  by  the  pressing  need  to 
levelop  new  varieties  of  sugar  cane  to  replace  old  varieties  that  were 
ow  in  sucrose  content  and  in  resistance  to  cane  pests  and  diseases. 
There  was  also  a  need  for  improvement  in  agricultural  methods  of 
Rowing  cane. 

This  resume  demonstrates  the  magnitude  of  the  problems  besetting 
he  Brazilian  sugar  industry  and  demanding  attempts  at  solution  by 
he  Government  agency  charged  with  administering  the  sugar  man- 
gement  pi*ogram,  i.e.,  the  Sugar  and  Alcohol  Institute  (I AA).  It 
Iso  demonstrates  the  need  for  substantial  resources  for  direct  in- 
estment  and  financial  assistance — resources  that  could  come  only 
rom  the  lAA  and  had  to  be  in  excess  of  its  normal  administrative 
nd  management  expenses.  These  resources,  derived  in  great  part 
rom  the  lAA's  operations  as  the  sole  exporter  of  sugar  from  Brazil, 
)r  some  years  did  not  accumulate  at  a  rapid  pace  since,  for  example, 
s  profits  from  the  U.S.  market  had  to  be  offset  by  its  losses  in 
le  free  world  market  which  for  a  long  period  was  very  depressed, 
^ith  the  resurgence  of  the  free  world  market  as  a  profitable  market, 
le  lAA  at  long  last  found  itself  in  a  position  to  actively  pursue  its 
*ograms  on  an  expanded  basis. 

PORT  IMPROVEMENTS 

Even  before  the  recovery  of  the  world  market,  the  lAA  launched 
3  first  large-scale  attack  on  one  of  its  big  problems.  This  was  the 
instruction  in  the  port  of  Eecife  of  a  completely  automated  bulk 
igar-loading  terminal  (one  of  the  largest  in  the  world)  with  a 
orage  capacity  of  200,000  metric  tons  and  a  ship-loading  capacity 
!  1,000  tons  per  hour. 

At  the  same  time  the  sugar  handling  facilities  of  the  port  of 
aceio  in  the  State  of  Alagoas  were  improved  at  further  expenses 
the  lAA.  Land  was  filled  in  to  accommodate  a  large  new  ware- 
)use;  ship  docking  space  was  expanded;  and  mechanical  handling 
uipment  was  installed.  Further  improvements,  already  approved, 
ill  permit  Maceio  in  the  future  to  handle  both  sacked  and  bulk 
gar,  as  needed. 

Santos,  the  port  in  the  South  through  which  flows  the  sugar  des- 
led  to  the  free  world  market,  is  not  being  neglected  but  improve- 
jnts  here  are  still  in  the  early  stages. 
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Q0AL1TT  COKTROL  OVER  EXPORT  BUOAH 

In  addition  to  modernizing  the  sugar- handling  facilities  of 
poits  serving  the  United  States,  the  lAA  set  up  quality  contrc^ 
so  as  to  meet  the  standards  of  the  U.S.  sugar  market.  It  establish^^ 
control  hilx>ratories  at  the  ports  with  the  most  modc^rn  equipment-  j 
sctlected  onl^^  ceiiain  mills  to  produce  raw  for  export  under  the  co^?, 
dition  that  sugar  reaching  port  and  foimd  not  to  conform  to  the  hi^i 
standards  set  would  be  rejected. 


m 

i 


RESTHirCTURiNG  INDUSTRY  AND  AORlCm*TUKE 

Since  1970  tli©  lAA  has  been  implementing  a  new  policy  designd 
to  remedy  the  sti^uctural  deficiencie-s  of  the  Brazilian  sugar  economy. 
It  offered  incentives  for  the  "fusion"  of  mills  (i.6.  merging  mills  into 
R  new  economically  viable  single  unit) ;  "incoi^poration''  of  mills  (i*e.j 
the  absorbing  of  an  inefficient  unit  by  an  efficient  mill) ;  and  actual 
relocation  of  mills  situated  in  places  of  low  agri cultural  returns*  The 
ijicentives  were  principally  etfected  by  financing  operations  at  lo^ 
interest  I'ates  over  pei^iods  of  from  12  to  15  years. 

Also  included  in  the  restructuring  jprogram  were  industrial 
equipment;  actpisition  and  modernization  of  agricultural  macliines 
and  strengthening  the  workmg  capital  of  cooperatives  of  sugar  pro- 
■due ci^  and  of  cane  growers. 

As  of  January  1974  the  lAA  had  implemented  this  program  by 
granting  financing  to  the  extent  of  $B97  million  (U-SO*  The  major 
eelements  in  this  hnancing  were  as  follows;  in  U.S.  dollars: 

In  milUon^  of  UM,  dnllarit 
Fusion,  incorporation,  and  relocation  of  roUls — 28  mUls__ , ^ ^^ ITO    | 

Fusion  of  agricultural  lioldiugg  ( independf^iit  growers) ^137  can  growers..  3 

AcqulsitioTi  of  aiyrrietiltiiral  machines — 4  cam?  growers .__„__,_ .___ 1 

!=!t'rc»ngrtheftiug  the  workini*  ciipltal  of  C(v-opfl^->^  Oo-iips  of  sugar. 59 

iStrengtlientng  the  working  capital  of  CuHjpa — 19  Co-ops  of  cane 'M 

Total ... m 

Brnzil  cannot  be  accused  of  ijsrnoring  the  plight  of  the  onliniiry 
TTorkint^man  in  the  su^jar  industry,  especially  in  the  northenst.  If  is 
only  too  well  aware  of  this  problem  and  the  lAA's  solution,  as  fnrtis 
sugar  goes,  aims  at  modeinization  that  makes  a  man's  job  secure  and 
offers  him  promise  of  better  living  conditions.  The  president  of  the 
I AA,  during  the  cjourse  of  107 B,  put  it  briefly  as  follows : 

We  hope  that  in  tlie  sliortest  possihle  timp,  the  henefits  resii?M«sr  fWwiJ  tJit 
Important  mpasurps  recently  adopted  in  fhe  sngar  indnstrial  and  iigrical rural 
Rector  win  reach  the  worker,  whether  he  l>e  in  the  mill  or  In  the  field.  ^^^ 
is  the  trne  goal  of  this  gfjvernment  which^  al>ove  all,  aims  Qt  the  Improvennjot 
of  his  living  coniJitionB* 

ATTACKING  THE  AGRICTJT.TURAIi  PROBLEM 

In  1971  the  TAA  made  another  of  its  many-pronged  attacks  <vn 
Brazil's  sngjar  problems.  It  created  the  national  sugarcane  improve- 
ment pro^nim  (PLANALSUCAR).  The  purpose,  of  the  program  is 
integrated  rescaiTh  projects  In  genetics,  plant  healthy  and  agroBOmy, 
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aiming  at  the  development  of  new  sugarcane  varieties  specially 
adapted  to  environment,  resistant  to  cane  pests  and  diseases,  and  with 
high  agricultural  and  industrial  yields.  Improvement  of  agricultural 
methods  is  also  part  of  the  program. 

Actually  started  in  1972,  the  program  was  initiated  by  the  alloca- 
tion by  the  lAA  of  U.S.  $500,000  for  its  expansion.  It  includes 
two  central  experiment  stations  (one  in  the  south  and  the  other  in 
the  northeast)  and  about  a  dozen  substations  and  laboratories. 

The  results  of  the  program  in  1972  exceeded  expectations  and  per- 
mitted  advancing  scheduled   expansion.   Prospects  are  good  that 
PLANALSUCAR  will  be  very  successful  in  its  contribution  toward 
solving  Brazil's  agricultural  sugar  problems. 
The  allocation  for  this  program  up  to  the  present  is  shown  below : 

1972 $500, 000 

1973 1, 200, 000 

1974 2,  500,  000 

Total 4,200, 000 

Assistance  has  recently  been  given  to  programs  to  boost  sugarcane 
production.  Also  there  was  created  a  system,  of  price  equalization 
through  subsidy  for  the  purpose  of  phasing  out  the  price  difference 
between  the  northern  and  southern  regions.  This  program  covers 
several  years  and  funds  allocated  for  this  purpose  are  given  below : 

U.S.  dollars 

1971 -  11,  000,  000 

1972 30, 000, 000 

1973 33,  000,  000 

Total ^ I 74, 000, 000 

SPECIAL  ARRANGEMENTS 

Early  in  1973  many  importing  countries  became  apprehensive  about 
their  sugar  needs  and  there  developed  considerable  bilateral  pressure 
via  ^overnment-to-government  negotiations  to  secure  supplies  for 
1974  and  as  far  ahead  as  1980. 

Of  the  larger  importers,  Japan  developed  a  position  covering  1974 
through  1978,  and  Algeria,  1974  through  1977.  Other  countries  with 
forward  purchase  commitments  for  1974  and  beyond  were  Iraq, 
United  Kingdom,  Syria,  and  ECC. 

Brazil  has  sold  to  the  above  countries  for  delivery  over  the  5-year 
period  the  following  quantities. 

Metric  ton9 

1974 950, 000 

1975 760,  000 

1876 550, 000 

1977 ^ 280,  000 

1978 75, 000 

Total  2, 615, 000 

6.    NATURE  OF  SUGAR  INDUSTRY  AND  BENEFTTS  SHARED 

Tliere  were  222  privately  owned  sugar  mills  authorized  to  produce 
^lie  1973-74  sugar  crop.  TAA  establishes  for  each  mill  a  quota  for 
domestic  consumption  and  for  certain  mills  a  quota  for  export.  Brazil 
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produces  sugar  throu^out  the  calendar  year  but  as  shown  elsewhere, 
production  is  heaviest  in  the  2d  quarter. 

The  sugar  program  of  Brazil  is  quite  similar  to  the  UJ5.  program. 
Wages  and  fair  working  conditions  for  field  and  factory  workers  are 
regulated.  The  sugar  miUs  are  required  bv  law  to  acoept  at  least  50 
percent  of  their  sugarcane  supply  irom  independent  growers  at  estab- 
lished prices. 

We  have  already  reported  in  another  section  of  this  statement  the 
vast  sums  of  money  which  the  lAA  is  directing  back  into  the  sugar 
industrv  through  long-term  low-interest  loans  and  incentive  programs 
to  develop  and  improve  efficiency  in  the  production  of  sugar,  working 
conditions,  and  the  quality  of  the  sugar  produced. 

In  one  respect  the  lAA  goes  beyond  the  U.S.  program  by  induding 
in  its  regulatory  provisions  programs  of  social  assistance — especially 
to  the  i>oorer  classes. 

The  I A  A  has  been  increasing  this  assistance  for  the  rural  and  indus* 
trial  workers  bv  supplving  money  for  the  construction  in  the  different 
cane  areas,  of  liospital,  eme-rgency  wards,  d^ital  care,  and  new  and 
modem  equipment  to  furnish  the^e  facilities.  The  finaiocial  resources 
applied  to  this  purpose  are : 

ConstnKtkm  and  expansion  of  taoepital  and  etnerfrencj  wards $343. 000 

Ho^tal  eqaiionent 125, 000 

Equipment 58»000 

Other  assistance 125. 000 

Total 6i«.000 

The  above  is  in  addition  to  the  fact  sugar  mills  and  disi-illprg  are 
obligated  by  law  to  apply  1  i>erceiit  of  the  price  of  sugar  and  2  percent 
c^  alcohol  sales  for  social  welfiare.  This  assastamce  to  rural  and  in- 
dustrial workers  is  under  the  control  of  the  lAA- 

7.   BRAZIlV  ATTmmE  lOWAKD  THE  rXITBD  STATES 

E^-er  since  it  achieved  independence  in  tlie  19th  oentiunr  Braril  has 
always  maintained  a  friendly  relationship  with  die  United  States* 
We  are  not  aware  of  any  instances  where  HrazU  s  treatment  of  XJ.S. 
oitirons  is  any  ditferent  frinn  her  treatment  of  Brazilian  citizena. 

The  investment  interest  and  opportunity  which  Brazil  offers  to 
f.S.  investors  is  the  subject  of  many  reports  and  the  favorable  invest- 
ment climate  is  well  known.  Tliis  is  Ix^st  exemplified  by  pointiDg  out 
that  F.S.  investnienis  in  Frar.il  have  Ivon  rising  rapidly  over  the  pa^i 
few  yoariv  For  example,  invosir.ion:s  ar*d  re-investments  in  1971, 
Ti-^s^Mru:  ?i^.9  bilV.on.  wot>?  :::oivai^\l  :o  S>.4  billion  in  197^  Presently, 
I'.S,  ir.vefimor.ts  avWiint  for  alv^.u  o7  wr.vnt  of  all  foreign  invei- 
TYJOv.T^  ir.  T^ra?.il. 

Bt^t-Vs  i^r.wrts  fiv^m  the  T^iitevi  Sxaic?  are  also  on  the  rise.  In 
'-'"'T'J,  for  ir.stvSr.vV,  ::r.:x^r:<  \vor\^  :r..^Tv  thar.  ?:/J  billion,  representing 
ar.  i:ii"Teas>t^  v^f  i'»^  wr.vrtr  ovor  !^'^T'.,  i;v..i  .vr.::::;::r^  the  ris^  of  imports 
:r.^:r.  :V.o  X^.itod  Staic:?  ir*  rtvent  yoarsv 

Brari'  i>  ar,  ir.VjVrTs^r.t  r/.arjvot  for  I'.S.  wheat,  averaging  over  1 
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as  annually.  In  1973,  1,685,000  tons  of  U.S.  wheat  were 
by  Brazil  on  commercial  terms.  A  recent  report  from  the 
Embassy  in  Brazil  projects  the  possibility  that  Brazil's 
or  1974,  authorizing  the  consumption  of  around  4  million 
eat,  will  provide  a  market  of  an  estimated  li/^  million  tons 
leat  this  year.  This  will  also  be  purchased  on  commercial 


L:  WHEAT  IMPORTS  BY  PRINCIPAL  COUNTRY  1966-1973  AND  FORECAST  FOR  1974 
[Thousand  metric  tonsl 


United  States 

Argentina 

Canada 

Other 

Tota* 

1.235 

1.023 

121 
558 
542 
432 

i63' 

60 

' '400" 

2  379 

1,069 

807  ... 
1,017  ... 

2,434 
2.615 

L056 

897 

1,033  ... 

2.362 

619 

1,021 
205 

1,000 
926 
300 

302  .... 
401 
300 

400  .... 
800 

1  942 

920 

U68» 
2.000' 

640 

1,685 

3,011 
3,000^ 

1,500 

.      .              9,621 

7.332 

2,203 

2.276 

21,432 

Keported  by  American  Embassy,  Brasilia,  Feb.  5. 1974  ). 

0  1969  slightly  less  than  half  of  the  U.S.  wheat  was  fmportsd  tfnUftfr  titr«  I,  Public  Law  480.  B9Kinnin& 

orts  by  Brazil  of  U.S.  wheat  was  commercial. 

8.    WORLD   MARKET   SALES 

narket  sales  for  the  pust  3  years  are  shown  below: 

[Short  tons,  raw  vatuel 

■'-  • 

Exports 
dthiEir  ttfatr 
United  States    United  States  Total 

737,000  614,000  1,351,000 

2,225,000  683,000  2,98«j0OO 

2,790,000  491,000  3  2tt,00O 


)y  countries  for  1972  and  1973  arie  &own  in  another  section 

>rt. 

le  of  exports  for  the  above  3  years  in  U.S.  dollars  are  as 


Value  or 

exports  to 

coantr1e» 

other  than 

United  States    United  States  Total 


$60, 916,  OOO  189, 497, 600  $150, 413, 000 
311, 13^000  110, 347,  OOO  421, 478, 000 
509  680,u00       90,8iDD,000       600.480,000 
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BRAZILIAN  SUUAR  EXPORTS  FOR  THE  YEARS  1972  AND  1973.  BY  COUNTRIES  OF  DESTINATION 
IShort  tons,  raw  value] 


1971  1972  1973 


United  States 658,000  683.000  491.000 

China  (mainland) 453,000  405.000 

U.S.S.R.^ 359.000  483,000 

Iraq 52,000  54,000  244,000 

Iran 13,000  209.0001 

Japan 13.000  124,000  142,0001 

SriLanlta 12,000  89,000  123,00C 

Sudan 29,000  115,  OOC 

3Wlorocco 76,000  61,000  116,00a 

United  Kingdom 21,000  lOO.OOa 

Algeria 44,000  86,000  87,00 

-iSouth  Vietnam 169,000  104,000  81,00^ 

Indonesia 76,0(^4 

Portugal 11,000  64. 0(^ 

Chile 9,000.  29,000  61,0O< 

'Syria 28,060  36,000  b9,0fK 

Bangladesh 40,000     •         54,0O€ 

pnland 40.000  53,000  52,0W 

lebanon 12, 000  47.000 

Yugoslavia .^  38,000  44.000 

Venezuela '. 41,009 

Tunisia 50,000  69,000  31,00P 

Pakistan 197,000  24,0W 

France 39,000  53,000  28,000 

Singapore 13,000  35.000  18,000 

NepU 13,000 

Uruguay 17,000  46,000  13.000 

Jordan 15,000  13,000 

Afganstan 12,000 

South  Korea 11,000 

Malasia , 42,000 8,000 

Romania 49,000 

Greece 8.000 

Israel 3,000 

Cyprus 2,000 

Surinan 1,000  2,000 

Ivory  Coast 1,000 

Egypt 54,000 

EastGermany 16,000  52,000 

Bolivia 47,000 

Senegal 28,000  16,000 

Poland 14,000 

Somaliland 9,000 

Zaire 4,000 

Paraguay (0  


Total 1,355,000         2,908.000  3,281,000 

1  Less  than  1,000. 
Source:  I.A.A. 

9.   STATUS  OF  BRAZIl's  INTERNAL  CONSUMPTION 

The  sugar  crop  plan  of  Brazil  is  formulated  each  year  by  the  lAA 
usually  beginning  in  May.  At  that  time  mill  quotas  at^  assigned 
covering  production  of  crystal  sugar  for  the  domestic  market,  crystal 
sugar  for  export,  as  well  as  raw  sugar  for  the  export  market. 

The  1973-74:  crop  plan  provided  for  a  production  of  4,935,000  STEV 
of  crystal  sugar  for  the  internal  market.  This  constitute  about  61 
percent  of  total  Brazilian  production,  which  is  divided  by  categories 
as  follows : 

Tons  crystal  for  internal  market 4,935,000 

Short  tons  crystal  for  export 420, 000 

Short  tons  raw  for  export 1 2, 615, 000 

Total   production 7, 970, 000 

The  1973-74  crop  plan  is  nearing  completion.  Production  through 
January  1974  has  amounted  to  100.4  million  bags  (about  87.3  percent 
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3f  target  of  115  million  bags) .  It  is  now  estimated  that  total  production 
will  come  to  about  113  million  bags  or  a  little  over  98.2  percent  of 
ihe  planned  amount.  However,  there  was  some  disappointment  in 
the  production  in  the  northeast.  The  production  target  in  the  northeast 
appears  to  be  a  little  over  3  million  bags  short  of  target.  This  loss  is 
nade  up  in  part  by  production  in  excess  of  target,  particularly  in  the 
State  of  Sao  Pamo.  A  problem  was  caused  by  some  disruption  to 
production  due  to  engineering  difficulties  encountered  during  renova- 
;ion,  improvement,  and  replacement  of  equipment  in  existing  facilities. 

10.  IMPORTANCE  OF  A  PROGRAM  MARKET  IN  THE  UNITED  STATES 

(a)  Social  and  Economic  Profile:  Brazil's  increased  production 
IS  primarily  geared  to  creating  and  maintaining  employment — ^par- 
ticularly in  the  impovished  North/Northeast  area.  In  addition,  Brazil 
is  using  its  existing  sugar  capacity  to  maximize  export  earnings  as 
I  means  of  creating  foreign  exchange.  The  primary  objective  of 
Brazil  is  evident  in  the  fact  that  the  Government  is  pouring  back 
into  the  sugar  industry  much  of  the  earnings  derived  from  the  export 
trade  to  accomplish  both  a  social  and  economic  objective.  Efficiency 
of  the  industry  guarantees  both  to  the  100  million  Brazilian  popula- 
tion and  to  the  world  export  market  a  dependable  source  of  sugar. 
Attention  to  sugarcane  varieties  and  the  quality  of  sugar  produced 
further  strengthens  the  sugar  complex.  In  fact,  the  sugar  program  of 
Brazil  goes  further  than  th^  United  States  by  providing  for  the 
social  and  health  needs  of  the  working  classes  engaged  in  the  pro- 
duction of  sugar. 

(b)  Sugar  is  a  commodity  of  relatively  inelastic  demand.  During 
periods  of  surplus,  the  unwanted  sugar  is  sold  far  below  cost  of  pro- 
duction. During  periods  of  shortage,  sugar  prices  are  volatile.  Brazil 
fias  regulated  the  sugar  industry  for  40  years  under  a  program  simi- 
ar  to  the  United  States  sugar  program.  The  committee  has  already 
>een  amply  supplied  with  testimony  of  the  need  for  increased  sugar 
Production  in  the  years  ahead.  There  is  general  consensus  on  three 
)omts:  (1)  that  at  least  21/^  million  tons  of  additional  sugar  each 
'ear  are  needed  to  provide  an  adequate  supply;  (2)  that  new  and 
dditional  sugar  production  will  be  required  to  meet  this  demand, 
nd  (3)  that  at  least  5  years  are  necessary  to  provide  the  basis  for 
he  large  capital  input  needed  to  produce  the  facilities  required. 

Brazil  has  the  land  and  the  resources  to  increase  production  in  sub- 
tantial  amounts  and  has  already  authorized  six  new  mills,  four  of 
^hich  are  in  the  North/Northeast  areas.  When  completed,  these  new 
lills  will  cost  at  least  $500  million. 

Until  the  United  States  gave  Brazil  participation  in  the  U.S.  sugaF 
•rogram,  Brazil  did  not  have  the  benefits  of  special  long-term 
rrangemeoits  with  importing  countries.  Our  experience  is  that  the 
^.S.  program  gave  great  stimulation  to  Brazil's  expanded  production 
f  the  past  few  j^ears.  The  further  increase  in  production  now  needed 
an  best  be  achieved  if  Congress  will  give  the  market  assurance  in- 
olved  in  a  5-year  sugar  program  to  encourage  Brazil  and  other 
applying  nations  an  to  make  earlier  commitment  of  the  resources 
eeded. 
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SUMMARY 

III  response  to  the  cominittee's  invitation  to  suggest  changes  needec^ 
to  give  foreign  suppliers  appropriate  incentives  to  assure  tunely  and 
Bece^^ary  supplies  tJie  following  suggestions  are  offejred,  m 

1*  Assurance  of  permanent  basic  quota  on  which  exporting  coui^ 
tries  can  rely  to  plan  production  over  the  next  five  years* 

2.  Assurance  of  a  continuation  of  the  U.S*  policy  of  tiie  past  -_^ 
yeai'S  which  isolated  exporting  countries  from  the  residual  price  ch^^^ 
act  eristics  of  a  world  free  market, 

3.  Indicate  as  far  ahead  as  is  practicable  the  timely  needs  of  the 
United  States  from  the  respective  suppliers*  The  Sugar  Act  prf/j. 
ciple  of  price  support  embodied  in  the  Sugar  Act  TiPicessarily  requires 
variation  in  the  movement  of  sugars*  Major  operators  should  be  in 
a  po^iition  to  vary  their  shipping  schedules  within  a  range  of  15  per- 
cent or  moi'e  even  under  tight  supply  conditions* 

For  at  least  the  past  50  years  the  sugar  world  has  not  experi* 
enccd  the  long-term  problem  that  now  seems  to  be  present.  Some 
relief  may  be  possible  from  average  growing  conditions  in  the  sugar 
harvest,  for  the  l&TS-TS  crop  or  future  years  better  than  those  that 
existed  in  the  ctirrent  year.  However^  it  is  unlikely  that  without 
substantial  input  of  new  production  supplies  can  be  built  up  to  pro- 
vide ade(]uate  sugar  to  meet  consiunption  requirements  at  reasonable 
prices  and  to  supply  a  much  needed  repleBisbment  of  working  stocks. 

Thank  you  for  the  opportunity  to  appear  and  testify. 

Mr-  Stcbblefield,  Thank  you,  Mr.  Nemin  If  you  will  step  aside 
and  wait  for  questioning,  we  will  call  the  next  witness. 

The  next  witness  is  Mr.  Scott  C,  Whitney j  repi'esenting  the  Gov- 
ernment of  Thailand. 

STATEMEHT  OF  SCOTT  W,  WHITNEY,  EEPEESENTIHG  THE  GOV-    ^ 
ERNMEKT  01  THAILAND 

Mr.  Whitxey.  Mr.  Chairman,  members  of  the  committee,  my  1, 
name  is  Scott  C.  \^Tiitney.  I  am  professor  of  law  at  the  College  of 
William  and  Mary  and  am  a  practicing  attorney  in  WashiiigtoD. 
D.C.  I  am  registered  witii  the  Department  of  Justice  in  accordant* 
with  Foreign  Agents  Registration  Act  of  1538,  as  amended.  I  repit^ 
sent  tlie  Goverimient  of  Thailand  and  I  am  accompanied  today  by 
Thailand's  Ambassador  to  the  United  States,  His  Excellency  Anand 
Pauyarachtm. 

Mn  Stubblefield.  We  are  glad  to  have  you  with  us,  Mr,  Am- 
bassador, 

,  Jlr.  WuiTNEr,  The  Ambassador  k  accompanied  by  Mr,  Veebiil,tJie 
Thailand  Counselor  for  Economic  and  Finaoicial  Aftaii-s  and  the  rep- 
resentative  of  Thailand  at  the  International  Bank. 

Mr.  SitiBBLi^iFiKLX)-  We  ai^  happy  to  hav^  you  with  us, 

]Mr,  WioTNKT,  My  presentation  will  focus  specifically  on  providing 
detailed  responses  to  the  ten  niimbei'ed  intenx>gatories  set  forth  in 
this  conmiittee's  *^Notice  to  Prospective  Witnesses,  Sugar  Act  EKten- 
sion  Hearings''  dated  February  4,  1974,  and  in  the  course  of  resiK)nd' 
ing,  I  hope  to  adduce  facts  and  circumstances  which  will  convince 
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this  committee  and  in  turn  the  Congress  that  Thailand's  existing 
basic  sugar  quota  of  15,000  tons  [19,000  tons  with  adjustments^ 
should  te  increased  to  100,000  tons. 

1.  REASONS  THAILAND  DESIRES  TO  CONTINUE  PARTICIPATION  IN  THE  U.S. 

SUGAR  PROGRAM 

To  explain  Thailand's  reasons  for  desiring  not  only  to  continue 
participation  in  the  U.S.  sugar  program,  but  to  expand  that  par- 
ticipation to  the  extent  of  100,000  tons  per  year,  necessitates  con- 
sideration of  the  social  and  economic  profile  of  Thailand,  its  foreign 
exchange  situation,  its  need  for  economic  development  and  the  great 
importance  of  the  U.S.  sugar  program  to  Thailand  if  it  is  to  de- 
velope  a  long-term,  viable  and  stable  economy. 

Thailand's  economy  is  based  primarily  on  agriculture.  Approxi- 
mately 75  percent  of  its  38  million  population  derives  their  livelihood 
from  agriculture.  Between  70  and  80  percent  of  Thailand's  export 
revenue  comes  from  agricultural  products.  Approximately  14  million 
Thais  [3.5  million  workers  and  their  families]  depend  to  a  sig- 
nificant degree  on  Thailand's  su^ar  cane  production.  Thailand's 
sugar  is  produced  by  over  2  million  cane  growers  who  are  small 
farmers  who  own  and  cultivate  a  small  tract  of  land.  These  small 
farmers  are  assisted  by  some  715,000  daily  farm  laborers  and  during 
the  harvests  over  half  a  million  people  obtain  employment  harvesting 
and  loading  cane.  The  crushing  mills  employ  about  50,000  workers 
and  85,000  workers  are  engaged  in  transporting  cane  and  cane 
products. 

Because  sugar  is  important  to  such  a  large  segment  of  Thailand's 
population  it  is  imperative  that  Thailand  have  both  a  stable  demand 
and  a  market  in  which  price  fluctuations  are  kept  minimal. 

In  addition,  Thailand's  other  agricultural  crops — ^rice,  rubber,  corn, 
tapioca,  and  kenaf  [a  fiber  used  in  sack  making]  experience  sig- 
nificant fluctuations  both  as  to  world  demand  and  price,  and  ac- 
cording'ly  export  revenue  is  correspondingly  affected.  Thailand  thus 
needs  a  more  balanced,  diversified  and  reliable  export  revenue  yield 
and  a  stable  and  expanding  income  for  the  vast  majority  of  its  popu- 
lation which  depends  on  agriculture  for  their  livelihood. 

Moreover,  Thailand  has  perenially  every  year  experienced  a  trade 
deficit  both  with  the  United  States  [$116  million  United  States  in 
1973]  and  on  a  world  basis  [$366  million  United  States  in  1973]. 
Despite  the  fact  that  Thailand's  trade  deficit  with  the  United  States 
increased  57  percent  in  1973  the  two-way  trade  between  the  United 
States  and  Thailand  increased  by  37  percent  in  1973.  Thus  in  addi- 
tion to  the  diversification  that  I  mentioned  expanded  sugar  produc- 
tion would  contribute,  it  would  also  provide  urgently  needed  export 
revenue  to  offset  to  some  extent  their  chronic  trade  deficits. 

A  quota  of  100,000  tons  under  the  U.S.  sugar  program  would 
contribute  substantially  to  Thailand's  effort,  to  achieve  economic 
development,  diversification  and  stable  fiscal  conditions.  Interestingly, 
U.S.  AID  payments  which  in  the  past  have  contributed  importantly 
to  Thailand's  economic  stability  and  development,  have  declined 
from  $53.3  million  [United  States]  in  1967  to  $14  million  [United 
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Stat^  in  1973-  The  quota  of  100,000  tons  would  thus  contributel 
significant  support  to  Thailand  while  securing  for  the  U.S-  coBsmner J 

additional  needed  supplies  of  sugar.  "  m 

Thailand  is  presently  significantly  expanding  its  sugar  industry 
and  in  order  to  do  soj  large  investment  is  necessary  in  sugar  nnills^ 
and  other  facilities.  Having  a  quota  of  100,000  tons  in  the  U.S.  sugary 
program  would  contribute  importantly  to  Thailand's  ability  to  attract^ 
capital  and  expand  production  by  providing  a  measure  of  stable 
demand  and  prices. 

There  is  a  strong  commiuiity  of  interest  between  Thailand  an*._ 
the  United  States*  This  bond  manifests  itself  increasingly  in  tt^^ 
economic  area  as  trade  between  the  two  countries  grows  and  in  tt::^ 
political  area  as  the  new  Thai  democratic  government  enacts  1^^ 
constitution  and  its  legislative  body  is  elected  by  the  Thai  people 
Thailand  has  of  course  been  one  of  this  Nation's  most  loyal  allien 
sharing  many  common  political  ideals  and  aspirations.  Thailand  notM 
only  contributed  significiint  troop  support  during  both  the  Korean  ^ 
and  Vietnam  conflicts*  but  important  bases  and  services  as  well, 
Thailand  is  interested  in  fostering  this  overall  community  of  interest 
and  believes  that  continued  participation  in  the  U.S*  sugar  program 
is  an  effective  way  to  do  so. 


I 


2.  THAILAND  8  PERFOHMANCE  RECORD  UNDER  THE  U,S,  SUGAR  QUOTA 

PKOORAM 

I  want  to  emphasize  that  Thailand's  performance  record  for  the 
past  2  ye-ars  [1972-73]  mider  the  existing  U.S.  Sugar  Act  is  one  of 
full  compliance.  Indeed,  with  the  exception  of  only  one  year  [W^] 
Tvhen  Thailand  was  hit  by  an  unprecedented  drought  during  the 
cane  growing  season,  Thailand  has  punctiliously  met  its  quotas  and 
adjustments  thereto  in  every  year  since  it  began  paiticipating  imdiT 
the  U.S.  Sugar  Act  program  in  1966.  Thailand  hereby  reaffirms  for 
the  record  its  commitment  to  fulfill  its  current-  final  adjusted  quot^ 
for  1974  to  the  U.S.  market  and  further,  in  this  current  year^  at  a 
time  when  the  U.S.  Uepai-tment  of  Agriculture  has  sought  addi- 
tional supplies  of  sugar,  Thailand  has  decided  to  apply  5,000  tons 
additional  sugar  to  meet  this  need,  an  amount  which  is  more  than  ^«) 
percent  the  size  of  its  present  quota. 

3.  TKAmAND's  ASSmtANCES  FOB  CONTINUED  PRIORITr 

Moreover,  Thailand  herewith  assures  the  committee  and  the  Con- 
gress that  it  has  both  the  desire  and  the  ability  [as  I  will  hereafter 
demonstrate]  to  give  continued  future  priority  performance  to  the 
U.S.  market  and  will,  if  awarded  the  quota  of  100^000  tons  whicli 
it  seeks,  meet  that  quota  plus  any  reasonable  anticipated  ad j  astmeiits 
that  may  arise  in  the  future, 

4.  Thailand's  pehformance  cAPABrLiTY 

As  heretofore  noted,  Thailand  undertakes  to  assure  the  Congress 
of  its  willingness  to  commit  itself  to  provide  100,000  tons  per  year 
for  either  the  next  three  to  5  yearsj  depending  on  the  duration  of 
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this  bill,  including  set  aside  and  use  of  reserves  to  meet  these  quotas 
and  any  reasonable  anticipated  adjustments.  Thailand  has  the  per- 
formance capability  to  honor  this  commitment. 

In  the  current  1973-74  season  Thailand  has  under  cultivation  a 
sugarcane  area  of  646,520  acres,  an  increase  of  28  percent  over  the 
L972-73  crop  area  of  504,480  acres.  It  is  estimated  the  1973-74  acre- 
xge  will  produce  some  961,000  metric  tons  of  sugar  compared  to 
rT5,445  metric  tons  in  1972-73.  On  the  basis  of  these  actual,  experi- 
enced gains,  Thailand  forecasts  the  production  for  the  succeeding  5 
yesiTS  which  is  illustrated  in  the  following  table. 


Year 

Production 
(tons) 

Export 
commitment 

Proposed 
U.S.  quota 

Consumption 

SurphB 

1974-75 

1,020,000 

300,000 
300,000 
300,000 
300,000 
300,000 

100,000 
100,000 
100,000 
100,000 
100,000 

444,000 
455,000 
467,000 
478^000 
490,000 

176,000 

1975-76 

1976-77 

1977-78 

1,120,000 

1,200.000 

1,284,000 

265.000 
333,000 
406,000 

1978-79 

1,363,000 

473,000 

Processing  these  volumes  of  sugar  will  be  assured  by  virtue  of  the 
authorization  of  13  new  sugar  mills  to  expand  the  capacity  of  the 
27  existing  mills.  Four  of  the  new  mills  will  be  in  operation  during 
the  1973-74  season  and  the  other  nine  will  be  operational  within  the 
next  2  years.  Shipping  the  forecast  export  volumes  will  present  no 
difficulty.  Thailand  presently  posseses  large  bulk  storage  and  loading 
facilities  and  has  more  than  adequate  port  facilities  to  accommodate 
forecast  export  volumes.  The  leadtime  from  Thailand  to  the  United 
States  is  1  month.  Thailand  has  two  seasonal  periods  of  sugarcane 
growing — ^the  May-June  period  and  the  November-December  period. 
Normally  sugar  supplies  would  be  delivered  beginning  in  the  third 
quarter  of  each  year,  and  in  the  event  of  grant  of  a  quota  of  100,000 
tons,  sugar  would  be  shipped  at  the  rate  of  20,000-30,000  tons  per 
month  until  the  quota  is  filled.  The  forecast  surplus  would  permit 
flexibility  in  deliverer  schedules.  Thus  based  on  actual  production 
and  existing  processing,  port  and  shipping  facilities,  Thailand  can 
assure  Congress  of  its  ability  to  make  timely  shipments  to  satisfy 
fully  its  commitment  to  deliver  a  quota  of  100,000  tons  per  year  and 
meet  its  other  obligations  both  in  the  world  market  and  domestically. 

5.    AS    ACTUAL   AND    EXPECTED    SPECIAL    ARRANGEMENT    COMMITMENTS 

Thailand  has  no  special  arrangement  commitments  with  any  of 
the  preferential  markets  throughout  the  world,  but  has  long-term 
contractual  commitments  with  two  foreign  sugar  companies  involv- 
ing 300,000  tons  per  year  from  1973  to  1978.  Thailand's  expectation 
is  that  it  would  participate  in  a  world  sugar  quota  for  the  next  5 
years  dating  from  the  negotiation  of  an  International  Sugar  Agree- 
ment. At  the  ISA  conference  in  Geneva  in  1973  a  quota  of  325,000 
tons  was  proposed  for  Thailand.  Thailand  expects  that  another 
round  of  ISA  negotiations  will  be  held  at  the  beginning  of  1975 
and  that  it  will  te  granted  a  quota,  the  precise  size  of  which  it  is 
not  now  possible  to  predict  with  accuracy. 
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.   NATtJRE  OF  TH-VILAND  S  SUGAR  INDTJSTRY  AND  TIIE  EXTENT  TO  WHICH 
BENEFITS  m  TIIE  INDUSTRY  ARE  SHAitED  BT  FARMERS  AND  WORKERS 

One  of  the  striking  facts  about  Thailand's  sugar  industry  is  that 
tie  cane  is  produced  by  ovei'  2  million  cane  growers,  pach  a  small     ^ 
farmer  who  owns  and  cultivates  a  snijill  tract  of  land  on  which  he    ^ 
ilso  grows  other  pixiduce  which  to  a  large  extent  is  consumed  by  -^ 
imself  and  his  family.  These  2  million  small  farm  cane  gi^oweis^^^ 
are  assisted  by  some  715,000  daily  farm  laboi-ei's  and  during  harvest —  .^ 
ing,  by  over  half  a  million  harvesting  and  loading  laborers.  In  turn^^--^ 
the  crushing  mills  employ  some  50,000  workers  and  85,000  transpor— ^^ 
tation  workers  are  also  employed  in  transporting  the  sugar  eroprr 
Thus  nearly  ^Yo  uiillion  Thais  gain  all  or  a  significant  pail,  of  thiii 
fclivelihood  from  the  sugai"  industry-.  Assuming  the  size  of  the  avei 
ige  Thai  family  to  be  4  persons,  which  is  conservative,  a  total  crrrrjf 
ame  14  million  out  of  a  total  population  of  38  million  have  a  niajc 
take  in  the  f  utui'e  of  sugar  in  Thailand*  It  must  be  emphasized  th^^at 
'fie  sugar  industry  in  Thailand  is  not  conducted  on  a  plantaticziDji 
basis  by  a  giant  cartel  or  consoiiium*  I  also  want  to  emphasize  th_  !^t 
the  sugar  industry"  in  Thailand  is  an  indigenous  enterprise  own^^^d 
id  oi>erated  by  Thais  and  is  not  in  any  way  owned,  dominated      ^^ 
an  trolled  by  any  foreign  organization.  The  sugar  is  produced    ^j| 
Ithe  combined  efforts  of  millions  of  small  farmers  and  their  heT^pj 
rmiich  in  the  same  tradition  of  the  independent  small  farmer  in  %:/" 
eai^ly  days  of  this  country ♦  Thus  there  is  no  question  of  exploitat1_rnii 
^of  the  workers  by  a  large  combine  that  appropriates  to  itself  *h&| 
P'ast  preponderance  of  the  pi'ofits  fixjm  the  industry,  Kather    th&f 
[fruits  of  the  sugar  industry  in  Thailand  are  disseminated  widely  ^^i\i 
Iprovide  important  economic  sustenance?  for  more  than  one-third    of 
Ithe  population.  Thus  the  foitunes  of  the  sugar  industry  are  clo3e/j 
[tied  to  vital  .social  and  political  questions.  As  I  will  explaiii   in 
jBomewhat  more  detail  later,  Thailand  has,  since  October  1973,  cam- 
(mitted  itself  to  the  establislimont  of  a  new  democratic  government 
]  modelled  on  the  best  precepts  of  the  western  democratic  tradition-  As 
we  all  know,  effective  participatory  democracy  on  a  political  and 
social  basis  is  feasible  over  the  long-term  only  if  there  is  also  a  \n"jibfe 
economic  democracy*  One  of  Thailtind-s  paramount  goals  is  to  atttuin 
feelf -reliance  and  self-sufficiency  and  thereby  reduce  and  elimin:tt* 
dependence  on  foreign  aid.  To  the  extent  that  expanded  participation 
in  the  U.S.  sugai"  quota  program  contributes  to  the  viability  ol 
Thailand's  sugar  indnsti'y—and  the  quota  we  hei"e  seek  would  pvo- 
vide  major  assistance— it  contributes  to  the  economic  viability  of  a 
'  significant  percentage  of  the  total  population  and  to  the  success  of  a 
I  major  democratic  effort  in  Southeast  Asia* 

t.    ATTITUDE    OP    FOREIGN    SUFPLXER    GfAT?;RN>rENT     (THAtnAND)     TO    TKX 
'      UNITED  STATES — l^REAT^IT.NT  OF  U.S.  CITIZENS'  INTERESTS  AND  PBOFKRTT 
WITHIN  THE  C0U:NTRT 

Thailand  can  be  fairly  characterized  both  as  a  good  citizen  of  the 
world  and  a  longstanding,  loyal  ally  of  the  United  States.  Thailand 
is  an  active  member  of  international  and  regional  organizations,  m- 
cluding  the  United  Nations  and  several  of  its  agencies,  the  Economic 
CJommission  for  Asia  nud  the  Far  East,  the  Association  of  Southeast 
Asian  Nations,  the  Asian  and  Pacific  Council  and  the  Asian  Devel- 
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3pinent  Bank.  This  is  only  a  partial  list  of  the  international  and 
regional  activities  in  which  Thailand  participates. 

Official  United  States-Thailand  relations  date  from  1835  with  the 
treaty  of  amity  and  commerce  which  was  the  first  treaty  with  an 
^sian  nation  signed  by  the  United  States.  In  the  nearly  140  years 
feat  have  ensued  since  signing  this  treaty  a  traditional  people  to 
>eople  bond  of  friendship  has  grown  and  developed,  manifest  by 
»xicli  activities  as  missionary  work,  the  funding  and  operation  of 
i-ospitals  and  schools  and  the  establishment  of  Thailand's  first  print- 
xxg  industry.  Unlike  most  other  neighboring  nations  in  Southeast 
^sia,  Thailand  was  never  a  colony  of  any  Western  power  and  it 
possesses  none  of  the  antagonistic  residual  that  is  sometimes  en- 
countered in  nations  formerly  subject  to  colonial  powers.  In  addition 
:o  its  tradition  of  national  mdependence,  Thailand  has  been  active 
Lzi  assisting  other  nations  to  maintain  independence  and  was  the 
Srst  country  to  offer  ground  forces  to  join  those  of  the  United  States 
Ln  the  United  Nations  police  action  to  prevent  Comimunist  takeover 
3f  South  Korea.  Similarly,  for  nearly  8  years,  1965-72,  Thailand 
provided  armed  forces  in  Vietnam  which,  at  the  high  point,  con- 
sisted of  11,000  troops  plus  air  and  naval  units  to  assist  the  Eepublic 
of  Vietnam.  These  were  removed  at  the  end  of  1972,  but  liaison 
offices  have  been  maintained  in  both  South  Korea  and  the  Republic 
of  Vietnam.  The  United  States  and  Thailand  are  signatories  of  the 
1954  Southeast  Asia  Treaty  Organization  (SEATO)  which  has  its 
Iieadquarters  in  Bangkok,  the  capital  of  Thailand. 

The  United  States  has  recognized  that  Thailand's  security  is  di- 
rectly related  to  its  continued  economic  viability  and  has  during  the 
period  1946  through  1972  provided  $532.7  million  (U.S.)  under 
various  economic  assistance  programs  and  during  the  same  period 
loaned  Thailand  $128.3  million  (U.S.)  of  which  over  $70  million 
(U.S.)  in  principal  and  interest  have  been  repaid.  The  United  States 
maintains  a  force  of  some  35,000  military  personnel  located  on  six 
bases  in  various  parts  of  Thailand  and  approximately  550  aircraft 
of  various  kinds.  Use  of  these  bases  is  made  available  to  the  United 
States  at  no  cost. 

Thailand  is  actively  promoting  its  tourist  industry.  In  1973  some 
1  million  tourists  visited  Thailand  of  which  approximately  25  percent 
were  Americans. 

In  the  private  economic  sector,  Thailand  is  interested  in  develop- 
ing its  industrial  potential  in  order  to  lessen  its  dependence  on 
agriculture.  In  declaring  industrialization  as  a  primary  goal,  Thai- 
land is  well  aware  that  foreign  investment  from  the  United  States 
and  elsewhere  is  necessary  and  the  promotion  of  Industrial  Invest- 
ment Act  of  1962  (B.E.  2505),  as  amended,  promotes  foreign  in- 
vestment by  providing  substantial  incentives  and  guarantees.  All 
privileges  granted  prior  to  1962  were  incorporated  into  this  act 
thereby  protecting  prior  investors.  The  Thai  Board  of  Investment  in 
the  period  1959-72  approved  671  certificates  for  investment  and  all 
are  still  in  force.  Total  investment  under  these  certificates  exceeds 
$1.1  billion  (U.S.).  Thailand  has  never  nationalized  nor  expropri- 
ated any  property  or  industry  of  the  United  States  or  of  any  other 
nation. 

The  Treaty  of  Amity  and  Economic  Relations  between  Thailand 
and  the  United  States,  effective  June  8,  1968,  formally  endorses  high 
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•^a^andards  regarding  protection  of  persons,  property,  and  other  in- 
terests, aflSirms  adherence  to  nondiscrimination  in  trade  and  ship- 
ping, and  agrees  to  accord  within  its  territories  to  citizens  and  cor- 
porations of  the  other,  treatment  no  less  favorable  than  it  accords 
its  own  citizens  and  corporations. 

The  Exchange  Control  Act  of  1942  (B.E.  2485)  provides  a  fair 
••and  effective  mechanism  whereby  foreign  investors  in  Thailand  may 
^•emit  to  their  home  country  dividends,  profits,  interests  or  prindpaL 
including  repatriation  of  capital.  The  Act  for  the  Protection  ot 
Literary  and  Artistic  Works  of  1931  (B.E.  2474)  provides  M 
copyright  protection  to  the  works  of  persons  from  countries  that  are 
sis^natories  of  the  Berne  International  Convention  for  the  Protection 
of  Literary  and  Artistic  Works. 

Thus  measured  by  any  yardstick — ^national  security,  historic  mili- 
taiy  cooperation,  past  and  current  economic  relationships,  treaty 
relationships  and  personal  treatment — it  would  not  be  possible  to 
discover  a  country  with  which  the  United  States  enjoys  ffreater 
amity.  To  grant  Thailand  a  sugar  quota  of  100,000  tons  wofld  not 
only  help  significantly  to  maintain  its  economic  viability  and  hence 
national  security,  but  would  further  cement  the  considerable  bonds 
of  friendship  between  the  United  States  and  Thailand  and  serve 
not  only  the  policy  objectives  of  the  Sugar  Act,  but  other  important 
foreign  policy,  military  and  global  policies  as  well. 

8.  Thailand's  worij>  sugab  sales 

The  following  table  sets  forth  Thailand's  world  market  sales  for 
the  past  five  years: 


Year 

"»« 

VMut 

(million  gf 

BAHT) 

PMWtaf 

toW  opart 

ravuMs 

1969 

15,666 

4«.9 

a.tt 

1970 

52.294 

.13 

1971 

145.010 

2.21 

1972 

433.861 

S.7I 

1973 

258.294 

141 

9.  THAILAND  S  DOMESTIC  CONSXTSIFnOX 

Thailand's  forecast  domestic  consumption  appears  in  the  following 
table  and  the  i^esultant  foi-ecast-  surplus  is  evidently  more  than  ade- 
quate to  assure  capability  to  meet  domestic  need,  world  market  commit- 
ments, and  performance  capability  for  100,000  tons  annually  for  the 
next  5  years  in  the  I'.S.  pix>gram  plus  any  reasonable  quot«  adjust- 
ments tiiat  mav  arise. 


Ymf 

Production 

^tons^ 

Eiport 
commitment 

Proposed 
U.S.  quota 

s«pta 

i9''4-'5 

1.020.000 

300.000 

300.000 
3X.000 
300.000 
300.000 

100.000 
100.000 

loaooo 

100.000 

loaooo 

444,000 
455.000 

467.000 
47KQQB 
490LQQB 

1: 

i9'S-76 

976-77 

1977-78 

1.120000 

1.200.000 

1.284.0CO 

197S-79 

1.361000 

m,m 
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ITS  DEPENDENCE  ON 
JUGAR  FOR  FOREIGN  EXCHANGE,  THE  NEED  FOR  ECONOMIC  DEVELOPMENT 
^ND  THE  NEED  FOR  A  PROGRAM  MARKET  IN  THE  UNITED  STATES 

ks  shown  in  map  1,  attached  hereto,  Thailand  is  located  in  the 
art  of  mainland  Southeast  Asia.  As  that  map  shows,  Thailand  has 
mmon  boundaries  with  Burma  on  the  west  and  north,  with  Laos 
L  the  north  and  east,  with  Cambodia  (the  Khmer  Republic)  on  the 
utheast  and  with  Malasia  on  the  south.  Thailand  comprises  an 
ea  of  approximately  200,000  square  miles,  or  about  the  size  of 
Wyoming  and  Colorado  combined.  Thailand's  topography  is  diversi- 
id— the  central  region  is  dominated  by  Thailand's  most  important 
ver,  the  Chao  Phraya,  and  is  composed  of  rich  alluvial  soil  watered 
'f  an  extensive  network  of  canals  and  irrigation  projects.  The 
ortheast  region  consists  of  a  large  plateau  rising  about  1,000  feet 
3ove  the  central  region  and  comprises  about  one-third  of  the  cbun- 
y.  Much  of  this  land  is  poor  and  is  afflicted  by  periodic  droughts 
:  floods  depending  on  the  season.  The  topography  makes  effective 
rigation  difficult  but  irrigation  and  flood  control  projects  utilizing 
le  Mekong  River  are  being  advanced.  Northern  Thailand,  compris- 
ig  about  one-fourth  of  the  country,  is  primarily  mountainous  with 
arrow  but  fertile  north-south  valleys.  Finally,  the  southern  region 
a  long  strip  of  land  extending  from  the  central  area  south  to 
[alaysia,  and  is  composed  essentially  of  tropical  rain  forest.  See 
lap  2  for  a  larger  scale  view  of  Thailand.  Overall,  Thailand  is  a 
opical  country  with  high  temperatures  and  humidity,  dominated 
V  monsoons.  In  most  of  Thailand  there  are  three  seasons :  the  ramy, 
une  through  October;  the  cool,  November  through  February;  and 
ot,  March  through  May.  Rainfall  is  heaviest  in  the  south  and 
ghtest  in  the  northeast. 

One  of  the  striking  facts  about  Thailand's  domestic,  social,  and 
olitical  philosophy  is  its  dedication  to  social  welfare.  About  70 
ercent  of  the  Thai  national  budget  is  allocated  to  social  and  eco- 
3mic  welfare  programs,  education,  and  medical  care.  Education  and 
ledical  care  is  free  to  Thai  citizens  and  even  university  education 
)sts  only  a  nominal  amount. 

Thailand's  economy  is  based  primarily  on  agriculture  which  pro- 
ides  the  livelihood  for  approximately  75  percent  of  its  38  million 
opulation  and  produces  about  70  percent  of  its  export  revenue.  Thai- 
nd's  agriculture  utilizes  only  aoout  30  percent  of  its  land  area, 
E  which  only  10  percent  is  presently  irrigated,  although  this  will 
lange  with  the  completion  of  the  Mekong  River  developmet  pro- 
t*am  and  other  improvements  projected  in  the  third  national  eco- 
omic  and  social  development  plan  which  began  on  October  1,  1972, 
ad  calls  for  public  expenditure  of  some  $6  billion — United  States — 
uring  the  fiscal  year  1972-76  period. 

Thailand's  agricultural  production  has  historically  been  dominated 
y  rice.  In  1964,  Thailand  was  the  largest  rice  exporter  in  the  world, 
towever,  unduly  heavy  dependence  on  a  single  crop  has  distinct 
azards  and  disadvantages  when  fluctuations  occur  in  world  market 
rices  with  corresponding  fluctuations  in  export  revenue.  As  the 
itemational  Bank  for  Reconstruction  and  Development  notes  in 
s  March  1973  economic  report,  "Agriculture  went  through  a  period 
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of  marked  decline  in  its  tormfi  of  trade  with  the  rest  of  the  economy 
from  1951)  to  early  19t2  and  the  recovery^  which  bewail  in  early 
1972.  has  been  only  partiaL  The  decline  has  affected  adversely  the  ^ 
incomes  of  farm  families,"  Tims,  in  order  to  minimize  its  dependence^ 
on  one  or  at  beat  a  few  crops,  Thailand  has  undeilaken  a  major:^ 
agricultunil  diversification  effort  in  order  to  achieve  (1)  incrcasccEr; 
expoT^t  revenue,  (2)  rnore  balanced  and  reliable  export  revenue  yioldjf 
and  (Z)  a  more  stable  and  expanded  income  for  the  vagt  majority  o-^ 
its  people  who  derive  their  livelihood  from  agriculture.  To  date  thi^ 
agricultnral  divei^sification  program  has  achieved  limited  but  jn—- 
IK>i'tant  goals — notably,  increased  exports  of  corn,  tspioca,  and  ken^^ 
—a  fiber  used  in  sat^k  making.  Hubber,  which  rivals  tin  and  corr-j^ 
for  Xo,  2  rank  in  si^.e  of  exports,  is  an  erratic  performer.  The  mo^ 
recent  available  statistics  published  by  the  Bank  of  Thailand  ind^, 
cate  that  although  the  quantity  of  rubber  exported  increased  hf 
nearly  12  percent,  revenue  declined  by  nearly  15  percent.  Moreover, 
the  weekly  average  price  of  rubber  during  1973  on  both  the  hondon 
and  Bangkok  markets  fluctuated  sharply. 

Thailand  over  the  past  decade  has  experienced  consistent  trade 
deficits  both  on  a  total  basis  and  vis-a-vis  the  United  States,  The  fol- 
lowing: table  shows  the  balance  of  trade  between  the  United  States 
and  Thailand  during  the  decade  1962-72: 


sat 
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UNm  MILLIONS  OF  BAHT'  AND  DQLURS  (U.S.J 


Year 


ma... 


Pereent 

P«rc8f»t 

Trade  iteiicit             ■ 

Qf  mat 

flf  total  - 

_^ -^ 

Import 

import 

Export 

export 

ftiNt 

\iXMu     ^ 

1.951 

119 

827 

8.7 

--1. 124 

-  %A 

V% 

17 A 

709 

7.3 

^1,475 

^  71.7S 

IG.1 

S4« 

4.4 

-1.7S3 

-  87.6^ 

2,395 

15.5 

970 
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Thailand's  trade  deficit  with  the  United  States  in  197S  amounted 
to  §116  million^United  States,  Much  of  this  trade  deficit  is  ac- 
counted for  by  exporttii  from  the  United  States  of  agricultural  equip- 
ment and  fertilizer.  Nor  is  this  deficit  made  up  by  U-S,  ALD  pro- 
gram payments.  In  1973,  U.S.  AID  payments  totaled  $14  million- 
United  States — down  from  $5S.3»  inillion  5  years  earlier,  Thailand's 
ovei-all  trade  deficit  in  1972  was  $366  million — United  States. 

Thi^se.  data  suffice  to  demonstrate  a  substantial  need  not  only  for 
motf  diversification  in  Thai  agricultnre,  but  increased  total  agri- 
cultui*al  export  revenue  and  aljove  all  stable  markets  such  as  that 
provided  Iw  the  U.S.  su^ar  program.  Natun\lly,  Thailand  is  en- 
deavoring also  to  build  its  industrial  and  maniifactnri ng  a^:tirity 
and  its  service  and  tourist  mdustry  to  achieve  a  more  balanced  ovtr^ 
all  economy.  However,  despite  attainment  of  present  ^oals,  it  i^ 
quite  clear  that  agricnltui^  will  remain  the  primary  basis  of  Thru- 
lands  economy  and  its  stability  during  the  foi^eeable  future. 
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rically,  until  1971  sugar  was  not  a  significantly  large  source 
gn  exchange  for  Thailand.  Between  1971  and  1972,  nowever, 
ue  of  sugar  exports  increased  from  about  $18.3  million-— 
States — ^to  $60.7  million — United  States.  Although  final  fig- 
r  1973  are  not  yet  available,  the  first  6  months  data — $41.1 

United  States — suggests  when  annualized  that  the  value  of 
xports  many  well  have  exceeded  $80  million  in  1973.  Despite 
provement,  the  value  of  sugar  exports  ranks  significantly  leas 
ce,  rubber,  and  maize  and  may  perhaps  now  equal  the  value 
)ca  products. 

iver,  the  future  of  the  sugar  industry  in  Thailand  il8  very 
lig  and  that  future  can  be  substantially  enhanced  by  grant  of 

of  100,000  tons  under  the  U.S.  Sugar  Act. 
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Mr.  Stubblefield.  Thank  you,  Mr.  Whitney. 

If  the  rest  of  the  witnesses  would  come  up  to  the  table,  we  will 

llow  the  chairman's  policy  of  asking  questions. 

Mr.  Wampler,  do  you  have  any  questions? 

Mr.  Wampler.  No  questions. 

Mr.  Stubblefield.  Mr.  de  la  Garza  ? 

Mr.  DE  LA  Garza.  Thank  you,  Mr.  Chairman. 

Mr.  Nemir,  I  was  very  interested  in  your  statement  concerning 

le  social  contribution  that  this  sugar  institute  makes  in  Brazil. 

ould  you  expand  on  that  a  little  further,  how  this  gets  to  the  people 

•  how  this  apportioned  ? 

Mr.  Nemir.  I  do  not  have  too  much  detail  on  hand  here,  Mr.  Con- 
ressman.  It  is  probably — in  my  testimony,  I  have  indicated  that  it 

a  major  objective  of  the  Government  to  better  conditions.  How- 
ler, the  first  major  step  in  the  northeast  was  to  create  employment. 
iter  that,  the  protection  to  the  workers  is  the  minimum  wage  re- 
uirement.  They  do  have  that.  But  then,  in  addition,  to  explain — 
ley  are  different.  I  mean,  the  northeast  differs  from  the  south.  To 
ive  you  an  explanation  fully,  I  would  have  to  prepare  it  especially 
3r  you.  If  you  would  like,  I  will  prepare  something  for  the  record. 

Mr.  DE  la  Garza.  I  would  not  want  to  burden  you  too  much,  but 

wonder  if  you  could  submit  a  further  explanation  with  a  little 
lore  detail  on  this,  on  the  social  involvement  abJt^e  and  beyond 
our  minimum  wages. 

Mr.  Nemir.  I  will  get  it.  It  involves  schools,  it  involves  hospitals, 
:  involves  care,  it  involves  other  fringe  benefits  of  that  type  plus 


Mr.  DE  LA  Garza.  It  is  very  interesting  and,  I  think,  well  thought 
ut  statement  and  if  you  could  supply  a  little  bit  more  information, 
would  appreciate  it. 
Mr^  Nemir.  Thank  vou,  sir. 
Mr.  DE  LA  Garza.  Thank  you,  Mr.  Chairman. 
(The  requested  information  follows :) 

A.  S,  Nemib  Associates, 
Industrial,  Economic,  Foreign  Trade  Consultants, 

Washington,  D.C.,  March  18, 1974. 
Ion.  E.  DE  la  Garza, 
^'S.  House  of  Representatives, 
Washington,  D.C. 

Dear  Congressman  de  la  Garza  :  I  was  delayed  somewhat  in  developing  some 
additional  information  to  supplement  my  response  to  your  request  during  the 
searings  on  March  6th  to  supply,  ff  possible,  some  additional  information  on  the 
natter  of  benefits  to  the  industrial  and  agricultural  workers  in  the  sugar 
ndustry. 

Provision  for  assistance  to  the  industrial  workers  is  of  long  standing  as  you 
^iU  note  in  the  attached  translation  of  Article  36  of  Law  No.  4870  of  Decem- 
>pr  1, 1965.  This  law  revoked  Article  8  of  Decree  Law  No.  9827  of  September  10, 
^946. 

In  my  testimony,  on  page  18,  I  made  special  reference  to  the  fact  that  the  lAA 
^as  increasing  the  assistance  to  the  industrial  and  agricultural  workers  in  the 
-ane  sugar  industry  by  passing  along  some  of  the  earnings  to  supplment  funds 
Uready  provided  for  under  the  above  mentioned  law.  In  other  words,  the  $646,- 
^  shown  at  the  bottom  of  page  18  of  my  report  constitutes  an  addition  to  the 
urogram  already  in  force. 
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The  delay  ia  answering  your  iiiquiTj  'was  oecasioned  by  tbe  fact  that  transla- 
tioa  from  the  Portuguefle  was  required  and  our  sra£f  translator  was  IlL 
I     Your  interest  In  this  matter  Is  appreciated  and  on  tbe  occasion  of  my  nest  trip 
I  t«j  BnizH  I  will  m^k  more  detailed  eridenee  of  bow  tbe  law  operates. 
I  Sdnoerely  jours, 

[     Enclosure. 

f  TBANSLATio?f  ARTICLE  36  OF  Law  No.  4870  OF  Decembeb  1, 1965 

'  Art,  36.  The  producers  of  cane  sugar  and  alcoliol  are  obliged  to  apply  for  tbe 
benefit  of  the  industrial  and  agricultural  worlcers  of  the  mills,  dlBtlUeries  Ami 
the  cane  suppliers,  in  medical,  bospltal,  pharmaceutical  and  social  services,  an 
amount  corresponding  at  the  minimum  to  the  following  percentages : 

I  (a)  Of  1%  of  the  official  price  of  the  sack  of  su^ar  of  60  kilograms  of  any 

I         tjpe,  with  the  provision  of  Art.  8  of  Decree-Law  No.  9827  of  September  10, 

I         lf>46  revoked ; 

I  i»  Of  1%  of  the  official  value  of  a  ton  of  sugar  delivered  for  anjr  reason 

I         to  tbe  mills,  dia tiller! es  attached  to  mills  or  autonomous  distilleries  bj^  tlie 

I        suppliers  or  growers  of  the  material  in  question ; 

I  fc)  Of  2%  of  the  official  value  of  the  liter  of  alcohol  of  any  type  produeed 

}         in  the  distilleries. 

Far,  1.  The  resources  envisaged  in  this  Article  will  be  applied  directly  by  Uie 
mills,  distilleriai  and  cane  suppliers,  individually  or  through  the  respective  dast 
jis?ociatifm3,  througli  a  plan  originated  bj  them  and  submitted  to  tbe  npproval 
and  *'=i  J  per  vision  of  the  I A  A* 

Par.  2.  The  mills  are  obligred  to  discount  and  pay  by  the  15th  day  of  the  follow- 
ing month  the  tax:  with  which  line  (b)  of  this  Article  deals,  depositing  tli€ 
amount  of  it  in  atfrozen  account  in  ati  establishment  indicated  by  the  speddc 
class  organ  of  the  suppliers  and  to  the  order  of  same.  The  failure  to  oomplj  with 
this  obligation  will  carry  a  Me  of  50%  of  the  amount  retained  up  to  a  period  of 
30  days  and  20%  more  of  that  amount  per  montli  in  ereeas  of  that  period. 

Par*  3.  The  total  or  partial  failure  to  apply  the  resources  envisaged  in  tliis 
Article  subjects  the  infractor  to  fine  eauivalent  to  double  the  amount  that  he  has 
failed  to  apply. 

Art.  37  of  the  Law  No.  4S70  deals  with  the  general  responsibility  of  the  lAA  in 
the  field  of  social  assistance  and  reads  as  follows : 

Art*  37.  In  the  execution  of  the  program  of  social  assistance,  the  lAA  wiBt 
wjienever  possible,  coordinate  its  activity  with  the  organs  of  the  Union,  of  the 
States  and  of  the  Municipalities  and  of  private  entities  that  serve  tbe  same  ob- 
jectives and  it  will  endeavor  to  unite  such  activity  with  the  assistance  plans  that 
the  preceding  Article  deals  with. 

Mr.  Stubblefieo),  Just  a  momentj  please.  The  committee  will  sus- 
pend its  testimonj  for  just  a  moment. 

fKecess,] 

Mr.  Stubblefteld.  The  Chair  would  liko  to  further  delny  for  ju^^' 
a  moment  the  procec^dings  in  order  that  he  mav  introduc*^  to  tW^^| 
eomniittee  some  of  the  finest  folks  in  the  world/They  are  from  tl^ 
Fii-st  Disti'ict  of  Kentucky;   they  are^  members  of  the  Keiitnct^T^ 
Farm  Bureau  and  I  would  like  to  say  to  the  folks  that  we  are  pc»^ 
considering  the  Sugar  Act,  which  expires  this  year. 

Mr.  ChaiiTnan<  these  fine  people  do  not  grow  any  sugar  down  o^ 
war,  but  they  are  just  as  sweet  as  sugar,  I  can  tell  you* 

Mr.  WA>rpi.EK.  We  welcome  our  friends  from  Kentucky,  Tli.^1 
are  a  nice  looking  group;  most  of  thein  either  came  from  VirgiiT^^* 
or  their  forebears  did. 

The  CiiAiK^vLVN,  Mr.  Chairman,  may  I  suggest  that  the  Chaiminfi^^ 
liere  has  been  suggesting  not  only  what  a  fine  group  he  has  froniJ 
Kentucky.  We  have  the  knowledge  that  they  are  a  fine  group,  but  I  ^ 
want  to  tell  yon  folks  from  Kentucky  that  you  have  got  fine  repre- 
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sentation  on  the  committee.  If  you  will  just  leave  your  representa- 
tion as  it  is,  western  Kentucky  will  be  well  represented. 
Mr.  Stubblepibld.  He  repeated  it  just  like  1  told  him. 
We  are  delighted  to  have  you  with  us. 

If  the  gentleman  will  proceed,  Mr.  Wampler,  do  you  have  any 
questions? 
Mr.  Wampler.  I  have  no  questions. 

Mr.  Foley.  I  ask  unanimous  consent  to  be  recorded  aye  on  the 
Commodities  Exchange  Act. 
Mr.  Stubblefield.  Mr.  Jones,  you  are  recognized  for  questioning. 
Mr.  Jones  of  North  Carolina.  Thank  you,  Mr.  Chairman.  To 
Mr.  King,  I  would  like  to  address  this  question.  I  would  like  to 
preface  that  with  a  very  strong  feeling  that  I  have.  That  is  how  the 
nation  of  France  has  treated  this  country  in  recent  years,  almost 
from  the  Second  World  War,  with  disdain  and  contempt,  including 
the  recent  oil  conference.  I  am  somewhat  feeling  a  little  retaliatory, 
I  guess.  I  should  not;  I  will  try  to  get  that  out  of  my  system. 

I  note  in  your  statement  you  say,  "These  ties  have  now  almost 
disappeared."  Will  you  qualify  that  to  what  degree  they  have 
disappeared  ? 

Mr.  King.  Mr.  Congressman,  I  am  glad  to  respond  to  that. 
In  1972,  by  a  referendiun  vote,  the  Malagasy  people  agreed  to  com- 
pletely restructure  their  government.  They  voted  out  of  office  the 
gentleman  who  had  been  pr^ident  for  14  years  and  voted  in  a  new 
leader,  Greneral  Gabriel  Ramanansoa.  For  the  last  15  months,  they 
liave  been  in  the  process  and  are  still  in  the  process,  of  completing 
that  restructuring,  including  a  renegotiation  of  their  various  agree- 
ments with  France,  to  the  effect  that  France  should  completely 
"withdraw.  This  is  an  ongoing  process,  but  is  well  underway  at  the 
present  time.  It  will  be  completed  in  the  near  future. 

For  example,  they  have  already  completed  their  withdrawal  from 
the  Franc  Zone.  This  was  a  big  leap. 

They  have  also  agreed  that  France  should  abandon  its  military 
bases,  and  dissolve  its  military  alliance  with  them. 

They  have  also  agreed  that  France  would  no  longer  receive  the 
commercial  preference  that  it  has  had,  ever  since  the  Malagasy  Ee- 
public  was  within  the  French  orbit.  So  I  am  confident  in  saying 
^hat  at  this  moment,  the  ties  to  France  have  been,  let  us  say,  virtually 
dissolved,  and  that  the  country's  immediate  objective  is  their  com- 
plete dissolution. 

Mr.  Jones  of  North  Carolina.  At  least  these  cords  have  been 
Severed? 

Mr.  King.  That  is  true.  There  is  no  question  about  it. 
Mr.  Jones  of  North  Carolina.  What  economic,  if  any,  benefit  does 
France  derive  from  the  present  relationship  with  Malagasy? 

Mr.  King.  I  think  I  am  quite  safe  in  saying  that  France  derives 
^o  preferential  benefits,  no  benefits  that  we  would  not  derive,  or  any 
<^ther  countrv.  That  is  rather  dramatically  illustrated  by  the  fact 
^hat  since  1960,  the  Malagasy  Republic  has  not  been  able  to  ship 
^^.y  sugar  into  France  or  into  the  Common  Market. 
Mr.  Jones  of  North  Carolina.  Thank  you  very  much. 
Mr.  Stttbblefield.  Mr.  Mayne  ? 
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Mr.  Matne.  Mr.  King,  what  was  the  date  on  which  you  indicated 
that  the  Malagasy  Republic  had  become — I  take  it  you  meant  to  leave 
the  impression  that  it  had  become  independent  of  France? 

Mr.  King.  Well,  technically,  it  achieved  independence  in  1960. 
But  since  1972,  that  independence  has  been  given  full  force  and 
effect.  Today,  the  Malagasy  people  are  completely  on  their  own. 

Mr.  Mayxe.  Is  there  a  particular  date  in  1972  that  that  can  be 
referred  to? 

Mr.  King.  The  referendum  which  I  referred  to  was  in  June  of 
1972. 

Mr.  Mayxe.  And  what  have  relationships  been  between  the  United 
Statxis  and  the  Malagasy  Republic  since  then? 

Mr.  KixG.  The  relationships  have  been  very  cordial.  Although 
I  left  the  Malagasy  Republic  in  1969,  I  can  state  from  my  own  per- 
sonal experience  that  the  Malagasy  people  are  very  attached  to  the 
Americans.  They  hold  them  up  as  a  great  ideal.  Many  Malagasy 
expressed  to  me  a  desire  to  come  to  America.  They  realize  that  this 
is  a  land  of  great  economic  opportunity. 

In  response  to  your  question,  I  would  simply  say  that  our  relations 
have  been  very  good. 

Mr.  Mayne.  You  referred  to  the  relationships  between  the  people. 
A^Hmt  alx)ut  the  relationships  between  the  governments? 

jVfr.  KixG.  The  relationship  between  our  respective  governments 
has  likewise  been  excellent.  Since  1972,  General  Ramanantsoa,  whom 
I  knew  very  intimately  while  I  was  there — ^he  was  their  general  chief 
of  staff  and  is  now  their  chief  of  state — is  very  friendly  to  this  coun- 
tiT  and  our  relationships  have  been  good  since  1972. 

Mr.  Mayxe.  I  seem  to  have  some  recollection  that  they  ordered 
our  Ambassador  out  of  the  country.  When  was  that? 

Mr.  Ktxg.  That  is  correct. 

Mr.  Mayne.  When  was  that  ? 

Mr.  King.  That  was  just  prior  to  that  in  1971.  That  was  an  un- 
fortunate incident  and  I  can  state  without  any  hesitation  that  this 
action,  which  was  the  action  of  one  individual,  did  not  in  any  way 
reflect  the  attitude  of  the  ^falagasy  people  or  of  the  other  members 
of  the  official  goverment  family.  Today,  I  am  quite  confident  that 
there  is  no  vestisre  of  such  an  attitude.  I  am  certain  that  that  would 
not  recur  under  ther  present  regime. 

Mr.  Mayxe.  Well,  I  had  the  privilege  of  visiting  the  Mala^sr 
Republic  in  Xovomber  of  1970.  It  was  my  observation  that  Am- 
bassador Marshall  was  doing  an  outstanding  job  as  far  as  I  could 
see  and  I  was  quite  shocked  to  hear  that  he  had  been  asked  to  leave 
the  countrv.  Bnt  vou  say  that  there  is  an  entirelv  diff^T^nt  attitude 
on  the  part  of  the  present  government  than  that  which  prevailed 
when  he  was  treated  so  outrageously? 

Mr.  Kino.  Yes.  T  concur  in  yoi^r  statement  that  Ambassador 
]\farshall  was  doing  a  very  ontstandinsr  iob.  When  this  action  wa? 
taken,  T  can  assure  you  that  the  other  members  of  the  Malasrasy  offi- 
cial family  were  as  shocked  as  vou  were,  and  that  now  that  there  has 
beon  a  change,  I  am  confident  that  that  type  of  thing  would  not  recur 
I  have  visited  most  of  Madagascar.  I  have  talked  with  most  of  the 
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T^ernment  officials,  as  well  as  thousands  of  the  Malagasy 

have  found  nothing  but  friends. 

^YNE.  Thank  you. 

UBBLEFEELD.  Judge  Rarick,  any  questions? 

lRick.  No  questions,  Mr.  Chairman. 

XTBBLEi:iELD.  Mh  Price,  any  questions? 

:iCE.  Thank  you,  Mr.  Chairman. 

3f  all,  I  want  to  thank  you  gentlemen  for  all  coming  in 

f  your  countries  and  representing  them  here  or  as  members 

ountry.  It  is  interesting  to  us  to  be  able  to  sit  here  and  see 

r  problems  are  in  sugar  production. 

iircell,  I  would  like  to  ask  you  about  your  testimony.  You 

few  producers  of  sugar  in  the  world  have  such  a  high  pro- 
)f  their  total  production  at  great  risks.  Would  you  expand 
"or  just  a  moment  as  to  what  these  risks  are?  Is  it  drought 
5  that  you  spoke  about  in  your  testimony  ? 
DRCELL.  What  we  are  referring  to  there  is  that  very  few 

have  to  deal  on  the  world  market,  sell  on  the  world  market 
a  percent  of  their  sugar  as  does  Fiji.  Of  course,  the  more 
>f  their  sugar  that  they  can  have  under  long-term  agreements 
hey  can  make  investments  for  more  production  or  handling 

or  whatever  would  be  a  more  assured  way  for  Fiji,  as  any 
mtry,  to  continue  to  develop.  They  are  in  the  process  now,  as 
d,  of  bringing  into  new  production  20,000  acres.  In  order 
is  kind  of  thing,  they  need  assurance.  They  can  go  to  the 
i  borrow  money  if  you  have  a  contract  with  the  United 
f  you  are  just  going  to  sell  the  best  you  can  on  the  world 
of  course,  no  one  can  get  that  kind  of  financing.  That  is 
?ferred  to  there. 

UCE.  You  said  that  Fiji  wishes  to  develop  further  its  trade 
with  the  TTnited  States. 

items  is  Fiji  buying  from  the  United  States  in  this  trade 
tiip? 

IRCELL.  Primarily  machinery ;  of  course,  lots  of  parts.  Their 
b  facilities  are  basically  U.S.-built  and  supplied;  their  en- 
eir  maritime  reanirements,  of  course,  having^  a  large  area 

around  it,  they  have  much  need  for  that.  So  these  are  the 
igs  they  buy  from  the  United  States. 

Id  ladd  quickly  that  with  these  recent  changes  that  Fiji 
3 — they  had  for  a  long  time,  as  most  Commonwealth  coun- 
iippose,  had  an  import  tax  structure  that  favored  the  Com- 
th  countries  because  they  were  a  part  of  the  Commonwealth 
ars  .That  has  now  been  removed  and  there  is  no  restriction, 
rent  to  U.S.  goods  coming  in.  Within  lust  the  last  several 
with  the  increased  residents,  there  has  been  a  dramatically 
[  buying  of  food  supplies.  Because  our  price,  as  much  as  we 
5urprised,  is  better  than  other  countries  are  that  thev  have 
litionally  importinjr  from.  So  thev  have  now,  in  addition  to 
'V,  imports  of  food,  canned  goods,  all  that  kind  of  thing 
asing  T-ather  rapidlv. 
RICE.  Thank  you,  Mr.  Purcell.  I  would  like  to  say  that  I 
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think  Fiji  Sugar  Corp,  is  foitimatB  in  having  a  man  sucli  as  yourself 
who  was  a  member  of  this  coniinittee  for  many  yeara,  an  oiitstand' 
ing  member,  representing  them,  I  want  to  thaiilc'you  for  represent- 
ing  that  group.  m 

The  gentleman  from  Brazil,  Mr.  Nemir,  What  are  in  the  plans  ^ 
for  sugar  production  expansion  in  Brazil?  I  understand  that  Br^^il 
is  coming  on  as  a  nation.  What  do  yon  expe(*t  or  wlmt  are  thay 
projecting  in  Brazil  for  future  sugar  production?   Can  yoii  shed 
some  light  on  that? 

Jtr»  Xemie.  Yes  sir,  I  can. 

If  you  recall,  in  the  statement  I  mention  the  large  sums  of  monpj 
that  are  put  back  into  the  industiy  that  are  very  mannnoth,  as  mmh 
as  $400  million  going  back  into  relocating,  increasing  the  efficit^nn* 
of  the  sugar  industry  itself. 

They  are  putting  money  in  to  support,  to  push  up  cane  production: 
they  are  putting  money  into  what  they  call  "Planazncai''^  to  imprnvt; 
the  cane.  And  then  they  have  approved  six  new  plants  for  constnic- 
tion  whicli  will  conies  on  in  1976.  So  they  are  taking  all  tjie  fite[)s 
that  can  be  done. 

As  to  its  prospects,  the  statement  has  be^n  made  that  within  tlie 
next  three  or  four  yeai's,  Brazil  can  increase  its  production  trnm  tlie 
present  7,000,900  tons  to  as  much  as  9  million  tons  within  the  stm- 
tur&  that  they  have  now,  without  recourse  to  new  production.  That  is 
wliat  is  in  their  minds  at  the  moment, 

Mr.  PmoE,  Do  you  think  they  are  expanding  too  greatly! 

Mr»  Xe^tb.  It  is  a  little  bit  risky.  It  is  because  of  the  nature— 
there  is  no  international  agreeiaent  and  we  need  to  know  what  yoti 
are  going  to  sell  three  or  four  yearfi  in  the  future.  Although  it  ii? 
risky  there  has  been  a  substanti\e  change  in  the  sugar  workL  Thftt 
is — that  countries  are  now  seeking  special  arrangements  and  that  is 
going  to  help,  because  Bra/^il  has  made  some  special  long-ti^rm  nr- 
rangements/ In  their  3-million  annual  export  leveU  they  do  havf 
some  special  arrangements  with  countries  other  than  the  IlnitM 
States. 

Mr.  Price.  Do  you  ttiink  the^  special  aiTangements  are  goinj? 
to  be  moving  into  an  area  like  we  have  seen  in  oil,  special  arrati^f'- 
ments  being  made  where  we  arc  fighting  earh  other  1  I  menn  conn- 
tries  are  really  struggling — of  course,  you  always  yie  for  your  slifires 
of  the  market,  but  I  can  see  the  possibility  of  their  getting  into  mi 
oversupply  and  bi-eaking  out  so  much  more  to  expand  because  yf^ii 
do  have  the  area  to  do  it  down  there  and  maybe  upsetting  the  whole 
sugar  situation  throughout  the  world. 

Mr,  NEMm*  Congressman  Price,  Brazil  has  had  stiirar  iustitiitp 
controlling  sugar  just  as  we  have  for  the  last  40  years.  They  regulate 
every  yeai'  how  muoh  sugar  can  be  produccKl.  The  mills  are  py^'^ 
quotas  I  think  this  is  a  safeguard  against  the  possibility  of  over- 
production, I  am  more  won-ied  about  underproduction  than  I  a^ 
overproduction. 

]!tfr.  Prtoe.  Thank  you,  Mr.  Chairman, 

IMr,  STrrBBLEFTRLD,  Mr.  Jones  ? 

Mr.  Jones  of  Tennessee,  Thank  you,  Mr.  Chairman.  I  appreciate 
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h  these  witnesses  who  have  been  here  today.  They  have  done 
)b  and  I  have  enjoyed  listening  to  the  testimony. 

to  ask  a  former  member  of  the  committee,  Mr.  Purcell  to 

on  the  world  situation  as  far  as  it  seems  to  be  today  corn- 
back  in  1963.  We  had  a  problem  then  on  the  world  supply 

If  you  do  not  mind,  Graham,  if  you  would  give  us  some 
ment  on  that,  what  your  thoughts  are. 

JRCELL.  Yes,  Mr.  Jones.  All  the  members  of  this  committee 
imber  who  were  here  in  1962  or  63  that  we  had  a  situation 
looked  like  the  world  was  short  on  sugar.  Some  have  maybe 
I  the  situation  now  with  the  situation  at  that  time,  where 
it  what  I  would  say  would  be  agreed  to  by  most  people  who 
iied  this  area;  that  the  situation  is  really  not  very  appro- 
compared  at  all.  In  fact,  now,  and  Mr.  Nemir  referred  to 
orld  is  genuinely  short  on  sugar.  In  the  early  1950's,  there 
stge  available.  All  we  had  to  do  was  just  go  into  it  because 
countries  had  restrictions  and  quotas  on  their  own  and  an 
occurred  very  quickly.  Now,  by  and  large,  that  land  is 
)eing  produced, 
speaking  as  an  American  now,  but  also  Fiji  can  help  re- 

this.  Unless  we,  in  my  judgment,  are  very,  very  careful, 
ded  in  our  judgment,  this  country  will  find  itself,  and  Mr. 
ide  a  very  good  reference  to  it,  in  the  same  situation  that 
in,  that  we  are  in  gasoline,  that  we  have  let  ourselves  get 
a  temporary  basis  on  wheat.  XTnless  this  country  can  get 
IS  coming  in  from  the  countries  that  can  supply,  we  can 
elves  in  a  very  short  supply  of  sugar.  I  think  it  is  time  for 
ed  States  to  be  a  little  selfish  and  look  after  itself,  because 
?oing  to  be  a  shortage  of  supply.  The  price  indicates  it  and 
is  program  provides  for  the  supply  of  sugar  from  those  who 
ven  they  can  supply  it,  we  can  very  well  be  sitting  here  a 
wo  from  now  and  find  that  we  are  paying  exorbitant  prices 
he  world  is  going  to  be  short. 

get  contracts  with  these  other  suppliers,  they  will  deliver, 
it  have  and  can,  because  they  want  this  market.  But  this 
>t  be  compared  with  1963.  If  we  do,  I  think  that  our  country 
ound  short  and  I  hope  we  do  not  do  that. 
)NES  of  Tennessee.  Mr.  Chairman,  I  would  like  to  ask  the 
tnesses  if  they  are  in  agreement  with  what  Mr.  PurcelTs 
t  said  . 

HiTNEY.  Yes,  sir,  I  would  say  that  we  distinctly  agree  with 
tion. 

[NG.  We  also  agree  100  percent. 
5MIR.  He  stated  it  very  well.  Congressman. 
•XES  of  Tennessee.  Thank  you. 

you,  Mr.  Chairman. 
TJBBLEFTFXD.  Mr.  MizcU,  any  questions  ? 

jzELL.  Mr.  Chairman,  just  one  question.  If  any  of  the  wit- 
is  anv  reservations  about  it,  they  can  respond  to  it,  but  do 
v^ou  think  that  the  area  that  you  represent  will  have  any 
in  supplying  your  American  quota  for  this  year  ?• 
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Mr-  PuRCi^L,  I  will  be  fimny  and  say  I  am  siire  nobody  ivould 
say  so  now  if  that  were  tho  case.  But  let  me  speak  for  Fiji  and  say 
tliere  is  no  question  at  all  but  what,  haTing  delivered  every  pound 
of  sugar  that  has  been  allocated  to  them,  we  feel  absolutely  confident 
that  beginniiig  in  19755  ^hen  this  bill  take  effect,  the  country  of 
Fiji  will  deliver  the  amount  that  is  allocated  to  it.  We  would  like  to 
have  100,000  tons. 

Mr.  Whitxet.  Mr,  Congressman,  on  behalf  of  Thailand,  I  would 
like  to  dii-ect  your  attention  to  our  statement.  We  address  this  qnes* 
tion  in  Thailand's  performance  capability  in  considerable  detail 

In  addition,  since  this  statement  was  prepared,  I  received  a  mM 
marked  "tirgent"  which  had  been  submitted  by  the  Ministry  of  For- 
eign Affairs  in  Thailand  to  the  U.S.  Emba'ssy  in  Bangkok.  Tf  1 
may,  I  would  like  to  read  a  short  excerpt  since  it  goes  directly  to 
this  question  of  expanded  capacity  and  the  ability  to  make  the 
coinniitment. 

This  note  emphasizes  that  the  sugar  industry  in  Thailand,  which' 
has  been  expanded  rapidly  in  the  post  war  years,  increased  some 
27  percent  since  197^^-74  compared  to  the  prior  year,  and  that  tliey 
are  approaching  a  million  tons  production.  They  note  that  thej  are| 
developing  a  surplus  that  is  becoming  critical  and  im|K)ses  serioua 
economic  repercussians  on  all  facets  of  the  sugar  industry,  from  tbe 
mill  owners  down  to  the  small  fanners  who  are  dependent  on  cane] 
sugar  for  their  livelihood. 

They  emphasize  that  Thailand,  who  imports  almost  twice  as  miiA 
from  the  United  States^  as  Thailand  exports  to  the  TTnited  Rtntes, 
has  a  large  trading  deficit  and  that  tliej  are  committing  themselv^ 
to  100,000  tons  if  that  quota  is  granted  m  order  to  generate  rpvemit's 
to  enable  Thailand  to  continue  to  expand  its  impoHs,  much  of  whirli 
are  in  the  area  of  agricultural  machinery,  fertilizer,  and  so  fortk 
So  it  becomes  a  chain  reaction  producing  ever  more  product ion» 

They  conclude  that  in  view  of  the  importance  of  this  problem, 
which* calls  for  an  urgent  solution,  the  Thai  Government  is  now  ask- 
ing the  government  of  the  United  States  to  give  favorable  considera- 
tion to  this  request  for  100,000  metric  tons  in  order  to — and  that  tliey 
are  fullv  capable  of  committing  to  that  in  any  reasonable  adjiistment. 

Mr.  Kino.  On  behalf  of  the  Malagasy  Republic  and  the  sugar  pro- 
ducers of  the  Malagasy  Republic,  I  would  like  again  to  reaffirm  our 
willirignefts,  our  determination  to  meet  the  quota,  Onr  past  i^^ccrd 
shows  that  the  Malagasy  Republic  is  able  to  do  it*  So  we  have  ii^Iffd 
for  16,(K)0.  We  commit  ourselves  for  16,000  plus  any  other  increments  j 
that  we  might  be  able  to  handle. 

Mr,  MizKLL*  I  would  like  to  thank  the  witnesses  for  their  response 
to  my  question  and  realising  the  world  price  of  sugar  at  this  point, 
hut  also  recognizing  the  fact  that  the  American  market  is  whftt 
offered  stability  to  the  sngar  industry  for  a  number  of  years.  I  think 
that  the  American  market  is  what  is  going  to  assure  stability  in  the 
fntni-e*  So  thank  you  for  your  response  and  commitment  to  tn'  ^^ 
meet  these  quotas  since  this  supply  and  demand  situation  is  irhat  it 
Is  today* 

Thank  yon  very  much. 

Mr.  STrDBLEFTELD.  Mr.  Foley? 

Mr.  Foley*  No  questions,  Mr.  Chairman. 
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Mr.  Sttjbblefield.  Mr.  Baker? 

Mr.  Baker.  No  questions,  Mr.  Chairmain. 

Mr.  Stubblefie.d.  Mr.  Denholm,  any  questions? 

Mr.  Denholm.  Thank  you,  Mr.  Chairman. 

Is  it  true  that  the  American  market  is  the  best  sugar  market  in 
the  world  ? 

Mr.  Nemir.  Who  do  you  want  to  answer  that  question? 

Mr.  Denholm.  Any  one  or  all  of  the  witnesses  present. 

Mr.  Nemir.  I  did  not  answer  Mr.  Mizell's  question.  I  can  answer 
both  questions  at  the  same  time. 

The  American  market  appears  to  be  a  market  for  between  5  and  6 
million  tons  of  sugar  over  quite  a  few  years,  has  been  and  probably 
will  continue  to  be  somewhere  in  that  range.  That  is  the  largest  single 
market  in  the  world.  Therefore,  it  can  give  the  greatest  stability  to 
the  sugar  industries  of  the  world. 

I  think  in  answering  liis  question,  I  would  want  to  say  I  did  not 
entirely  understand  his  question.  I  hope  he  meant  that  he  was  talk- 
ing about  a  fixed  supply.  In  other  words,  the  problem  in  a  shortage 
period  is  if  you  do  not  know  what  you  want,  no  one  is  going  to  hold 
back  sugar.  You  have  to  tell  the  suppliers — even  Brazil  with  3  mil- 
lion tons  needs  some  informat^ion  as  to  how  much  you  need.  In  1973, 
for  example,  Brazil's  quota  went  from,  down  to  550,  came  back  to^ 
650,000  tons.  That  is  a  spread  of  100,000  tons. 

Then  at  the  present  time,  you  needed  more.  In  a  shortage  period 
like  that,  I  think  the  security  comes  from  knowing  in  advance  what 
you  want  on  a  fixed  basis. 

I  believe  that  is  what  he  is  talking  about,  a  secure  market. 

Mr.  Denholm.  If  we  could  start  with  the  basic  concept  that  this  is 
the  best  market  outlet  for  sugar  in  the  world  and  all  of  the  requests 
of  the  many  witnesses  were  granted  to  increase  the  quota  allotments 
to  all  that  have  made  that  request — what  do  you  think  would  happen 
to  the  best  sugar  market  in  the  world  ? 

Mr.  Nemir.  You  are  getting  it  now.  You  are  getting  5  or  6  cents  a 
pound  lower  than  the  world  price. 

Mr.  Denholm.  Well,  would  it  tend  to  lower  prices  received  by  pro- 
ducers or  would  it  tend  to  increase  the  price  of  sugar  in  the  domes- 
tic market  of  the  United  States? 

Mr.  PuRCELL.  Let  me  try. 

Of  course,  Mr.  Denholm,  the  United  States  cannot  give  every  re- 
quest that  has  been  asked  by  everybody,  who  has  come  in  here.  This 
has  gone  on  for  40  years  and  they  never  have  given  every  country 
all  they  have  requested.  It  has  to  be  done  in  the  best  interest  of  the 
United  States  and  I  believe  on  the  best  history  of  supplying  and  the 
ability  to  deliver  as  best  this  committee  can  figure  it  out. 

I  suppose  if  you  really  got  into  this  country  every  ton  of  sugar 
that  has  been  offered,  you  would  cover  up  the  east  coast  and  the 
West  coast  with  sugar  and  it  would  not  be  worth  as  much  as  it  is  now. 
But  of  course,  this  is  what  all  history  of  this  act  has  shown,  that 
countries  come  in  wanting  to  supply  more  sugar.  There  is  no  ques- 
tion in  my  mind  but  what  the  supplying  countries  of  the  world  con- 
sider this  market  the  best  in  the  world  if  it  is  given  to  them  over  a. 
long  period  of  time.  Over  a  short  period,  imder  the  present  circum- 
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stances,  in  my  judgment,  it  would  not  be  the  best  market.  But  on  ; 
5-year  basis,  my  judgment  is  that  most  countrieB  would  agree  tha 
it  is. 

Mr.  Denholm.  I  appreciate  that  response.  I  am  hopeful  that  al 
of  the  witnesses  appreciate  the  problem  that  the  members  of  the  com 
mittee  have  in  rationalizing  the  quota  allowances  and  allocations  a^ 
a  result  of  that  observation  and  response. 

Xow,  did  any  of  you  or  any  of  your  clients  participate  in  the  in- 
ternational agreement  last  year? 

ilr.  Xemir.  Brazil  did. 

Mr.  Whitney.  Thailand  participated  last  year.  I  was  Hot  per- 
sonally there. 

If  I  may,  I  would  like  to  respond  to  your  initial  question  from  the 
point  of  Thailand,  as  to  Thailand's  point  of  view  on  the  U.S.  market. 
It  docs  think  the  U.S.  market  is  the  best  because  it  does  not  have  any 
special  commitments  in  any  other  preferential  markets.  So  in  this 
important  area  where  some  70  to  80  percent  of  its  revenue  comes  from 
agriculture,  a  significant  part  of  that  now  is  sugar,  this  is  an  ex- 
tremelv  important,  the  U.S.  program  is  of  the  hi^est  importance  to 
Thailand. 

ilr.  Dexholm.  Can  you  tell  me  briefly  what  the  international 
agi-eement  is  among  sugar  producing  nations  of  the  world  and  how 
it  relates  to  the  U.S.  Sugar  Act, 

Mr.  Neivor.  The  International  Sugar  A^eement  mainly  applies 
to  support  of  sugar  in  times  of  surplus.  I  thmk  it  could  be  an  mstru- 
ment  also  to  support  production  and  it  can  work  both  ways,  but  it{ 
basic  history  has  been  to  bring  price  stability  to  an  intemationa] 
market.  And  it  did  that.  The  problem,  I  think  arose  in  the  interna- 
tional agreement  out  of  the  fact  that.  No.  1,  some  of  the  countries 
did  not  think  it  was  necessary  because  they  were  not  in  surplus  and 
there  was  a  bit  of  disagreement  on  what  pricing  it  was  able  to  agree 
to.  So  they  did  not  agree.  Hopefull,  if  they  get  enough  production, 
they  will  come  back  and  find  that  an  agreement  can  be  beneficial  to 
producing  and  consumers  countries. 

Mr.  Denholm.  I  am  sorry,  but  my  time  for  inquiry  has  expired. 

Thank  you,  Mr.  Chairman. 

]\Ir.  Xemir.  The  International  Agreement  now  is  continuing  but 
without  quota  or  price  comments.  The  work  is  confined  to  econwnic 
studies  and  reports. 

Mr.  Stubblefield.  Mr.  Young? 

]Mr.  YouxG.  Tliank  you,  Mr.  Chairman. 

I  Mould  like  to  ask  some  questions  of  any  one  of  you  who  migW 
answer  it.  Being  new  on  this  committee,  I  am  concerned  about  sitting 
in  jii(l/;>'inont  on  who  sliould  got  tlicse  quotas.  I  just  wondered  ^ha* 
would  liai)i)oii  if  we  liad  no  quotas. 

?Tr.  PcTT^rKLL.  Geiitlenion,  T  am  doing  more  talking  than  I  deserve 
to  lici'i*,  Inil,  Mr.  Young,  I  think  if  there  wore  not  quotas,  the  one- 
wold  juKwor  foi'  fho  Fniiod  States  would  be  total  chaos.  Under  the 
j)l^'^o^l  ('ir('i:nistnn('(»,  thoro  would  ho  sugar  coming  in  at  a  much) 
niiicli  hi.L'-Iior  vwii^:  Hint  unl(\=:s  llio  T'^.S.  Government  had  a  prograi» 
()(  Inwijr  Ijisling,  (his  wouhl  not  l)o  as  attractive  a  market  as  it  now 
iy.  ft.  Is  my  undorslnnding  that  sucli  places  as  Japan  and  others  are 
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paying  on  a  short-run  basis  significantly  more  money  for  sugar 
'han  we  are  now  and  the  consumers  of  this  country  would  be  paymg 
mmediately  a  significantly  higher  price  in  the  long  rmi,  a  teemen- 
iously  higher  price.  I  think  it  would  be  very  much  to  our  disadvan- 
tage to  have  that  situation  happen. 

Mr.  YouxG.  Are  tiiere  any  other  commodities  in  the  world  that 
we  operate  in  the  way  we  -do  sugar  ?     ' 

Mr.  PuRCELL.  Well,  thei-e  aie  people  on  this  conmiittee  more  ex- 
pert on  that  than  I  am,  but  no.  But  there  is  no  other  commodity  uni- 
versally used  as  sugar.  Some  areas  of  the  world  eat  rice,  some  areas 
eat  wheat;  some  areas  do  not  eat  meat,  other  areas  do;  some  areas  do 
not  eat  pork,  other  areas  do  not  eat  beef.  But  the  world  eats  sugar 
and  every  area  in  the  world  wants  sugar.  I  guess  we  can  live  without 
it,  but  nobody  ever  has  for  very  long.  Therefore,  because  of  our  in- 
ability to  produce  more  tlian  about  half  of  it — we  use  about  12  mil- 
lion tons  and  we  import  about  6  of  it — a  program  of  this  duration 
has  provided  that  country  with  a  stable  price  and  a  stable  supply. 
I  think  it  is  a  landmark  piece  of  legislation  in  the  world's  history 
that  this  country  had  enough  judgment  at  the  right  time  to  create  an 
entity  like  this. 

Mr.  Young.  Just  one  other  question,  and  then  I  will  come  back. 
Suppose  you  had  an  international  agreement  about  where  this  sugar 
would  go  rather  than  an  agreement  just  for  this  country,  with  quotas 
coming  from  other  areas.  I  will  go  back  to  you,  Mr.  Purcell. 

Mr.  PuRCFXL.  Well,  as  I  indicated  a  moment  ago,  No.  1,  in  my 
judgment,  we  would  never  get  an  international  agreement  that  we 
were  involved  in  in  the  sense  that  you  are  speaking  of.  The  interna- 
tional agreement  that  was  in  effect  broke  down.  They  were  unable  to 
agi'ee  just  last  year.  We  saw  what  luck  we  had  with  France  in  a 
matter  of  eight  or  nine  countries  trying  to  agree  on  petroleum,  where 
we  only  need  about  80  percent,  get  about  15  percent  from  the  Arab 
world.  Here  we  need  50  percent  of  our  sugar  and  I  think  as  ideal 
as  that  might  be,  I  do  not  think  it  could  occur.  And  I  believe  so  com- 
pletely that  the  U.S.  can  provide  herself  with  a  continued  stable  sup- 
ply and  a  price  cheaper  than  the  world  market  for  the  next  few 
years  under  a  continuation  of  a  bill  basically  like  we  have.  But  it 
ATould  have  to  be  for  at  least  5  years  or  even  longer,  possibly. 

Mr.  Young.  But  in  my  position,  I  hate  to  say  to  the  Thais  or  the 
Brazilians  or  the  people  from  the  Fiji  Islands  that  you  get  it  and 
Toil  do  not.  I  feel  this  puts  us  in  a  real  bad  position,  to  say  which 
are  the  favored  people  and  which  are  the  unfavored  people. 

My  time  is  up.  I  do  not  know  whether  you  can  answer  that  ques- 
tion. 
Mr.  Ptjrcell.  I  would  be  fflad  to  try  to  answer  it. 
Mr.  YoTTNG.  T  would  like  that  if  they  would  yield  us  this  time. 
Mr.  Sttjbblefield.  The  gentleman  is  recognized. 
Mr.  Purcell.  This  is  one  of  the  toughest  jobs  that  Congress  has. 
It  is  not  any  tougher  than  many  of  the  votes  on  domestic  things.  You 
People  affect  everybody's  lives  every  day  you  vote.  I  do  not  Imow  of 
^'^^ybody  who  has  ever  been  defeated  on  the  allocation  of  sugar.  They 
^0  not  vote. 
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Mr.  Nemir,  Congressman,  can  I  just  say  a  word  on  your  question? 

Mr.  Young,  Yes. 

Mr.  Nemie.  You  asked  a  general  question  about  what  would  hap- 
pen.  Sugar  in  the  United  Statues  here  lias  not  varied  in  consumptinji 
much  over  1  or  2  percent  in  the  last  40  years.  That  is  also  charac- 
teristic of  the  other  countries.  When  I  siiid  sugar  was  i-elatively  in- 
elastic, I  meant  in  relation  to  other  food.  Price  is  very,  very  explo- 
sive. 

Mr.  Young*  I  have  no  further  que^ions,  Mr,  Chairman, 

Mr.  Stubblefiei.d.  Mr.  Vigorito  ? 

Mn  Vigorito.  No  questionsw 

Mr*  Stubblefteld,  Mr,  Brown  ? 

Mr.  Brown.  Thank  you,  Mn  Chairman. 

Frankly,  I  have  tlie  same  questions  as  Mr.  Young  and  I  share  witli 
him  the  fact  that  I  am  new  to  this  conunittee  and  not  acquaiiit<?<I 
mth  the  operations  of  the  Sugar  Act, 

Y&ry  frankly,  Mr,  Piircell,  T  just  do  not  understand  your  statement 
when  you  said  that  if  we  did  not  have  a  Sugar  Act>  we  would  l>e 
inundated  with  sugar  and  the  price  would  go  up.  That  runs  contrary 
to  all  the  laws  of  economics. 

Mr_  PtjRCELL.  Well,  I  either  misspoke  or  something,  then,  bet^iiiw 
T  made  a  statement  a  while  ago  that  if  everybody  was  dependent  on 
the  sugar  we  bring  in  here,  we  woidd  be  covered  with  sugar, 

]Mr.  Brown.  And  tlie  price  would  go  down,  would  it  not? 

Mr,  PuRCELL.  Yes,  theoi'etically.  Now,  that  cannot  happen,  because 
there  is  no  way  tins  country  can  allocate  the  amount  of  tomia|i&— 
I  do  not  know  what  it  wonid  be.  It  woold  be  astronomical  if  yon 
added  up  evervirhing  that  has  been  mentioned  at  this  table  in  the 
last  2  weeks.  But  if  we  do  not  have  a  sugar  program,  we  then  ^o 
immediately  to  the  world  market  which,  at  this  time,  contrary  to 
general  history  in  the  past,  is — I  do  not  know  today,  but  it  would  be 
5  or  6  cents  a  poimd  higher  than  our  sugar  is  now  being  sold  to  onr 
consumers  for.  This  would  have  an  immediate  and  what  I  meiiat  to 
say  a  while  ago,  I  think  the  price  would  get  higher  as  time  went 
on  than  the  5  or  6  cents  a  pound,  because  the  world  is  in  a  very 
volatile  situation  as  far  as  sugar  is  concerned.  There  is,  obviously*  ^ 
shortage  or  the  price  would  not  be  what  it  is,  and  this  countiy  and 
the  consumers  will  be  paying  a  much  higher  price.  Then  we  would 
be  bidding  just  like  evervbody  is,  and  then  T  said  and  T  will  nvp^^at. 
we  will  put  ourselves  in  the  same  predicament  on  sugar  that  we  fonna 
ourselves  in  in  petroleum,  the  same  as  we  are  going  to  find  oorseK'^^ 
in  on  wheat  items  for  3  or  4  weeks  in  the  later  part  of  this  spring. 
And  I  believe  that  as  sincerely  as  I  believe  anything, 

Mr,  Browk,  All  of  you  gentlemen  are.  rep rc^sen ting  conntries  wlii^'" 
would  benefit  from  a  higher  price  for  sugar.  Now  you  are  arjririr^- 
against  yourself  by  saying  that  you  think  a  higher  price  for  siiga^ 
and  forcing  Americans  to  buy  at  the  higher  price  is  something  T<^(J 
do  not  want.  Yet  every  one  of  your  countries  would  benefit  f rom J^» 

Mr.  WnrrNKY.  Mr,  Congressman,  if  I  may,  from  Thai  hind's  point 
of  inew,  explain  why  it  is  that  in  a  year  when  sn^ar  is  sellinfC  &* 
rougflily  5  cents  a  pound  more  than  we  would  be  able  to  jret  in  tn^ 
1^,8,  market,  we  arc  seeking  to  expand  our  qnota  from  ID.OOO  to  W'^'' 
000  tons.  On  the  surface,  that  would  appear  to  be  a  paradoxical  kind 
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f  commitment.  Actually,  the  thing  that  is  enormously  important  to 
country  like  Thailand  is  stability  of  demand  and  to  avoid  the  wild 
actuations  in  price  that  have  occurred  in  the  history  of  sugar  pric- 
ig  over  the  past  several  decades,  thej^  are  willing  to  invest  a  sub- 
tantial  portion  of  their  sugar  production — approximately  one-tenth 
f  it  is  forecast  for  the  coming  growing  season — ^in  order  to  have  a 
table  demand  at  a  reasonable  price,  though  that  price  be  less  than 
he  world  market.  Because  if  you  leave  it  to  the  chaotic  conditions 
n  the  world  market,  and  as  Mr.  Purcell  pointed  out,  there  has  not 
)een  an  ability  to  structure  a  stable  international  agreement.  This 
provides  the  kind  of  stability  that  is  necessary.  Where  you  have  75 
percent  of  your  population  dependent  on  these  revenues  for  their 
rery  livelihood,  it  is  an  investment  in  stability,  both  of  demand  and 
price. 

Mr.  Brown.  Well,  this  ai'gument  is  easy  to  understand  and  one 
which  I  can  buy.  As  I  said  to  begin  with,  frankly,  my  questions  * 
arise  out  of  ignorance.  But  most  of  the  American  people  are  ignorant 
about  this.  They  raise  these  kinds  of  questions.  Maybe  I  am  a  repre- 
sentative member  of  the  American  public  in  raising  these  questions 
out  of  ignorance.  But  they  need  to  know  and  I  need  to  know  what 
is  there  that  justifies  our  deviating  from  a  free  market  situation 
which  generally  we  rely  upon  to  achieve  this  balance  between  sup- 
ply, and  demand  in  other  lands  of  commodities. 

I  can  see  the  value  of  a  stable  market  over  a  period  of  time  and 
its  justification,  but  I  still  have  some  serious  questions  about  whether 
or  not  this  is  the  proper,  policy  for  us  to  follow  or  w;hether  or  not 
this,  instead,  should  not  be  the  prerogative  of  the  exporting  countries. 

I  hate  to  say  this,  but  the  oil  exporting  countries  have  controlled 
the  market  pretty  well  right  now  to  their  benefit — not  on  our  benefit. 
But  I  think  you  gentlemen  are  all  representing  exporting  countries 
in  sugar.  Maybe  you  ought  to  be  discussing  wavs  in  which,  you  can 
iret  your  countries  together  to  control  the  market  and  jack  up  the 
pric-e  to  the  Ahnerican  consumer. 

Mr.  Nemtr.  Congressman  Brown,  I  would  like  to  read  briefly 
General  Carmo's  statement  for  Brazil  at  the  International  Sugar 
Agreement  in  Geneva  in  May,  with  reference  to  price,  which  I  think 
answers  your  question  from  Brazil's  point  of  view. 

We  never  were  supporters  of  a  buUish  policy  regarding  sugar  prices.  On 
the  contrary,  we  feel  that  the  idea  would  be  a  flexible  price  which,  without 
retreating  from  the  economic  laws  of  supply  and ,  demand,  could  oscillate 
within  reasonable  limits  whose  maximum  would  not  depress  consumption  and 
whose  minimum  would  not  turn  out  to  be  discouraging  to  those  who  produce  it. 

I  think  that  states  Brazil's  position  very  well  and  I  think  the 
^orld  sugar  exporters  should  take  that  same  position. 

Mr.  Brown.  Thank  you,  Mr.  Chairman. 

^^.  Stubblefteld.  Mr.  Wampler,  anv  questions? 

Mr.  Wampt.er.  Yes.  thank  you,  Mr.  Chairman. 

I  wish  to  commend  each  of  the  witnesses  for  their  testimony  this 
horning.  I  would  like  to  ask  this  question  of  each  of  the  witnesses: 
^ow  much  of  the  1974  assifi^ned  quota  do  you  expect  to  ship  during 
the  second  auarter  of  1974? 

^^r.King? 

Mr.  King.  Mr.  Wampler,  the  position  of  the  Malagasy  Eepublic 
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IS  perhaps  a  little  milqui?.  Si  ace  the  quota  at  the  prasc^iit  time  is  onJj 
a  little  over  12,000  tons,  this  does  not  even  fill  up  a  ship.  Obviouslr, 
we  send  it  all  in  one  ship  load,  even  with  the  increment.  So  to  ink 
about  spreading  it  out  over  four  quarters  is  not  very  realistic*  Achi-  A 
ally,  oxir  harv^est  starts  in  June  and  goes  on  through  perhaps  October  V 
and  we  get  our  shipment  out  in  November,  This  is  the  way  we  workod 
it  out  and  I  believe  that  is  satisfactory. 

Mr,  Wampler.  I  appreciate  that, 

Mn  Furcell?  J 

Mr.  PuBCELL,  Mr,  Wampler,  m  the  case  of  Fiji,  this  is  a  big  South-TB 
ern  Hemispliere  producer  and  their  climate  makes  them  ^  second  half  ^ 
producer.  Their  crops  ai-e  harvested  from  May  to  December,  so  his- 
torically, Fiji  has  shipped  its  sugar  in  here  during  the  second  half, 
or  third  and  fourth  qiiartei's.  That  is  its  situation* 

Mr.  WamtijEr.  Mr.  Nemir? 

Mr,  Nemtr.  I  think  you  must  have  in  tlie  record  that  Brazil  Ims 
sold  at  the  present  time  about  240,000  tons  for  the  first  quarter.  The 
April-May  position  is  difficult  because  that  is  the  tail  end  of  the 
Brazilian  crop.  So  to  answer  yoTi  for  tJie  sex:ond  quarter,  I  do  not 
know  what  we  will  ship  for  May,  but  Brazil  did  ship  all  sules  a 
month  or  so  ago  and  it  does  not  look  like  there  will  be  too  mucli 
sug-ar  for  April-May,  But  beginning  in  »Tune,  you  can  have  all  yoti 
want.  If  you  look  at  the  record,  we  will  produce  about  a  million  tons, 
from  there  on  out 

Mr,  Wabcpler,  Thank  you, 

Mr,  Whitney? 

Mr.  WniTXET,  Yes,  Thailand  has  a  lead  time  of  about  a  month  on 
its  shipments  from  Bangkok  to  the  United  States.  They  have  two 
seasonal  periods  of  sugarcane  growing,  a  May- June  period  and  a 
XovembeT-Beeeinber  period.  So  normally,  sugar  supplies  would  he 
delivered,  particularly  on  the  order  that  we  are  talking  about,  in  the 
beginning  of  the  third  quarter.  However,  there  is  a  considerable  siir- 
phis  situation.  As  T  mentioned  in  ray  initial  remarks,  ttiey  have  un- 
dertaken to  supplv  5,000  tons  in  addition  to  the  present  quota  of 
19,000. 

Mr.  WAirpLER.  Mr.  Purcell,  my  colleague  from  South  Carolina, 
Mr.  Young,  propounded  a  question  as  to  what  would  happen  if  ^'(^ 
were  to  abandon  the  sugar  legislation  and  have  no  foreign  qimtas 
as  ^vp  have  known  them  in  the  past.  As  one  who  had  many  years  of 
legislative  esperience  and  made  many  contributions  in  formuktin^ 
sugar  legislation  on  this  committee,  what,  in  your  judgment,  would 
luippen  to  the  d^^mestic  sugar  Ix^et  industry  if  we  were  to  abandon 
the  quotas? 

Mr.  PtiKrKLL.  Mr.  Wampler,  T  honestly  and  sincerely  l>e1ieTe  tli^t 
the  entire  domestic  sugar  beet  industrv  would  deteriorate  year  hv 
vear  to  the  point  thnt  within  no  more  than  3  or  4  yeai-s,  there  v^oM 
be  no  way  that  the  XT,S.  sugar  beet  nrnducer  could  be  competing  wlt!\ 
the  world  situation.  T  think  it  would  be  triJy  chaotic  if  this  country 
did  not  hare  a  sugar  program. 
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)u  see,  the  whole  idea  of  our  sugar  program  is^  number  on^, 
a  stable  supply  for  our  citizenship,  but  it  is  really  based  on 
-e  priced  at  a  formula  that  is  designed  to  protect  and  help 
Lcan  sugar  producer,  most  of  which  is  beet.  I  think  it  would 
e  our  entire  domestic  industry  very,  very  rapidly. 
3WN.  Would  the  gentleman  yield? 
MPLER.  I  yield. 

3WN.  Mr.  Purcell,  you  just  answered  a  while  ago  that  the 
Id  go  up.  If  the  price  goes  up  on  the  world  market  and  we 
uy  sugar  at  a  higher  prce,  how  is  that  gong  to  hurt  the 
:  industry? 

RCELL.  Well,  number  one,  if  it  went  up,  I  do  not  know  what 
take  to  pay  for  American  sugar  without  being  subsidized, 
xld  cost  a  considerable  amount.  I  do  not  know  whether  we 
g  enough  for  it  now.  I  just  do  not  happen  to  know. 
Len,  with  the  short  sujpply  in  the  wwrld  now,  we  would  then 
y  and  we  would  be  bidding  high  and  we  might*  get  sugar 
ight  not.  Now,  it  might  take  a  year  or  two  tov  this  to  set 
ikrupt  every  beet  grower  in  this  country.  But  he  cannot 
rith,  I  think,  even  the  present  world  price  un|«otected.  I 
re  that  you  would  find  that  he  would  be  unable  to  partici- 
is. 

iring  this  immediate  flush  demand,  he  might  be  able  to,  but 
till  say  in  3  to  4,  maybe  add  5  years  to  it^  you  would  find 
ie  ta  compete,  because  it  i&  built  into  his  income  now,  this 
i  gets^ 

)WN.  I  can  see  I  have  a.  lot  to  learn  about  the  sugar  business. 
[jNG.  Would  my  leader  yield? 

VMPOSR.  I  will  be  happy  to  yield  to  the  gentleman  from 
rolina. 

DNG.  Mr.  Purcell,  suppose  that  we  protected  the  American 
sugarcane  grower,  but  then  let  the  world  market  bid  on 
;as? 

MIR.  I  hate  to  take  the  time  of  the  conmiittee,  but  I  would 
ike  a  small  comment  to  that  general  picture, 
last  3  years,t  he  world  production  has  been  short  ei  con- 
by  about  5  million  tons*  That  means  since  1970,  we  have 
:ocks  about  5  million  tons.  Now,  the  consumption  each  year 
itween  2  and  21^  million  tons.  So  you  start  out  with  a  very 
ply.  In  other  words,  the  whole  problem  at  the  moment,  to 
:  real  problem,  is  how  are  you  going  to  bring  sugar  down 
nable  price  basis.  So  what  we  are  tsuking  about  here,  what 
en  talking  about  here,  at  least,  is  what  is  necessary  on  a 
basis  to  encourage  sugar  production  and  encourage  the 
t. 

d  witnesses  here  mention  from  $1,000  a  ton,  which  means 
dred  thousand  tons,  $100  million  or  something  in  that  area, 
lot  of  money.  Now,  it  takes  about  a  year  to  get  the  plants 
b  takes  another  year  and  a  half  to  get  the  machinerv  da- 
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livered.  So  you  are  3  or  4  or  5  years  away  from  input  of  new  capital, 
which  is  what  we  are  really  talking  about,  security  for  the  tnird, 
fourth,  fifth  year  forward— not  1975,  not  1974,  not  1976. 

Mr.  Young.  If  I  still  have  the  floor. 

Mr.  Stubblefield.  The  gentleman  is  recognized. 

Mr.  Young.  I  sat  on  the  Farm  Credit  Board  that  loaned  the  sugar 
growers  in  Florida  money  to  put  in  cane  fields  down  there.  I  can 
remember  the  very  tough  time  that  these  organizations  went  through 
to  keep  their  heads  above  water  because  some  of  the  cooperatives 
down  there  almost  went  bankrupt  trying  to  produce  this  sugar.  Now, 
of  course,  they  were,  in  effect,  competing  with  worldwide  markets, 
too.  The  qusetion  that  I  am  asking  and  raising,  that  I  still  do  not 
understand  the  answer  to,  is  if  this  is  such  a  good  market  for  our 
foreign  producers,  and  I  have  seen  it  in  the  Fiji  Islands  and  I  have 
seen  it  in  Jamaica,  I  have  seen  it  in  these  other  countries,  why  would 
it  not  be  logical  for  them  to  say  we  want  so  much  American  quotas 
and  we  would  be  willing  to  pay  this  amount  of  money  to  get  those 
quotas?  I  do  not  see  why  I  should  be  asked  to  decide  when  they  want 
to  come  in. 

Mr.  Nemir.  I  did  not  really  understand  you,  Congressman. 

Mr.  Young.  Well,  welcome  to  the  club. 

Mr.  PuRCELL.  I  did  not  understand  the  question,  either. 

Mr.  Young.  I  am  just  talking  about  a  bidding  process  rather  than 
an  allocation  process. 

Mr.  PuRCELL.  Well,  this  is  an  entirely  new  idea  and  I  do  not  want 
to  say  that  it  would  not  have  merit.  But  had  it  not  been  tried,  I 
would  just  hesitate  to  say  I  would  abandon  a  program  that  is  truly 
the  best  food  program  this  country  has  had  and  it  has  provided  sta- 
bility of  price  to  the  consumer  ever  since  right  after  World  War  I. 
T  think  it  started  in  1925.  The  American  sugar  price  has  been  stable, 
it  has  not  fluctuated  like  other  commodities.  And  these  countries  are 
willing  to  come  to  this  market  on  an  allocated  basis  when  that  allo- 
cation is  significant  in  size  to  fit  their  needs  and  of  long  enough  dura- 
tion. Because  they  can  capitalize,  they  can  borrow  money,  they  can 
finance  their  operations  and  their  expansion  programs  under  a  long- 
term  contract,  just  like  any  other  business  can.  They  find  our  market 
satisfactory  enough  that  they  are  very  willing  to  do  it.  And  at  this 
time,  it  is  at  least  a  million  dollars  a  ship  less  for  every  ship  coming 
in  here.  At  the  current  time,  they  are  willing  to  do  that  at  a  million 
dollars — T  do  not  want  to  say  loss,  but  lack  of  getting  what  thej 
could  get  someplace  else.  That  is  how  much  they  think  of  this  marke 
and  I  do  not  want  to  argue  with  them. 

Mr.  Young.  Mr.  Chairman,  I  apologize  for  taking  this  much  time 

Mr.  Matiiis.  Will  the  gentleman  yield  for  just  a  moment? 

Mr.  Young.  I  will  be  delighted  to  yield. 

Mr.  Matjiis.  I  fully  appreciate  what  the  gentleman  is  advocatin 
that  we  consider  on  the  bidding  as  opposed  to  allocation.  But  suppos 
for  one  moment  we  did  throw  this  thing  open  for  bidding  and  Cub 
camo  in  with  a  low  price.  I  am  sure  the  gentleman  from  South  Can 
lina  is  like  the  gentleman  from  Georgia,  he  would  prefer  to  see  on 
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friends  such  as  Brazil  and  the  other  nations  represented  here  receive 
that  preferential  treatment  from  the  United  States  as  opposed  to 
someone  like  Cuba. 

Mr.  Young.  I  think  the  gentleman  raises  a  great  point  and  I  think 
we  should  have  the  option  to  throw  out  these  bids  from  countries  we 
are  not  on  a  friendly  basis  with. 

Mr.  Mathis.  Is  that  what  the  gentleman  proposes  to  do? 

Mr.  Young.  I  was  referring  to  the  other  nations  than  Cuba. 

Mr.  Stubblefield.  I  think  that  gentleman  from  South  Carolina 
wants  to  hear  that  bidding  cry,  "Sold  America." 

ilr.  Young.  That  very  good  tobacco  company  bought  a  lot  of  my 
tobacco  and  it  is  not  a  bad  sound. 

Mr.  Stubblefield.  Any  other  questions?  [No  response.] 

Mr.  Stubblefield.  If  not,  we  certainly  appreciate  all  these  gentle- 
men appearing  here  today,  and  the  committee  will  stand  adjourned 
until  10  o'clock  tomorrow  to  continue  the  sugar  hearings. 

[AVliereupon,  at  12  noon,  the  committee  recessed  to  reconvene  at 
10  a.m.,  Thursday,  March  7,  1974.] 


33   136— 74 27 
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SUGAR  ACT  EXTENSION,  1974 


THUBSDAY,  MABCH  7,  1974 

House  of  Representatives, 
Committee  on  Agriculture, 

Washington^  B.C. 
The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  1301, 
ongwoith  House  Office  Building,  Hon.  W.  R.  Poage  [chairman] 
residing. 

Present:  Representatives  Poage,  Foley,  de  la  Garza,  Vigorito, 
ones  of  North  Carolina,  Sisk,  Alexander,  Rarick,  Jones  of  Ten- 
essee,  Bergland,  Denholm,  Brown,  Bowen,  Wampler,  Goodling, 
lathias,  Zwach,  Sebelius,  Baker,  Symms,  Young,  and  Johnson. 

Also  present:  Hyde  Murray,  associate  counsel;  Steve  Allen,  staff 
onsultant;  and  Betty  Pi-ezioso,  staff  assistant. 

The  Chairman.  The  commttee  will  please  be  in  order  and  we  will 
ontinue  the  hearings  on  the  sugar  legislation.  We  will  start  this 
loming  with  Mr.  Herbert  J.  Waters,  who  represents  the  Govem- 
lent  of  Bolivia. 

Herb,  we  are  always  glad  to  have  you  with  us.  We  welcome  you  to 
le  committee. 

TATEMENT  OF  HERBERT  J.  WATERS,  PRESIDENT,  TADCO  ENTER- 
PRISES, INC.,  WASHINGTON,  D.C.,  REPRESENTING  THE  GOVERN- 
MENT OF  BOLIVIA 

Mr.  Waters.  Thank  you,  Mr.  Chairman.  My  name  is  Herbert  J. 
r'^aters.  I  am  a  food  and  agricultural  consultant  and  President  of 
ADCO  Enterprises,  Inc.,  a  corporation  involved  in  agricultural 
•ade  and  development.  I  am  appearing  before  you  in  behalf  of  the 
overnment  of  Bolivia,  at  the  request  of  the  Embassy  of  Bolivia. 
Jl  of  the  required  registration  documents  havp  been  filod  with  the 
department  of  Justice  and  the  Clerk  of  the  House  of  Representa- 
ves. 

Bolivia  has  respectfully  requested  consideration  of  the  United 
tates  Government  in  increasing  its  annual  quota  for  sugar  exports 
)  the  United  States  to  at  least  40,000  tons. 

At  the  time  the  existing  extension  of  the  Sugar  Act  was  enacted 

1971,  this  committee  and  the  House  of  Representatives  designated 

quota  pf  17,005  tons  for  Bolivia,  the  Senate  subsequently  reduced 

to  6,193,  and  the  conference  agreement  accepted  the  lower  figure. 

(411) 
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Bolivia  now  asks  for  the  increased  allocation  because  of  its  in- 
creasing cane  production  and  expanded  milling  capacity  and  its  de- 
sire for  assni-cd  market  stability  as  a  vital  factor  in  its  t^conomic  and 
social  devebpment,  It  regards  assurance  of  a  reasonable  esjwrt 
market  in  the  United  States  essential  to  its  long-range  coniraitnients 
for  ni ral  development,  aimed  at  leaving  behind  the  vicious  circle  of 
misery,  backwardness,  and  underdevelopment  of  the  past. 

Bolivia  recognizes  t!ie  need  to  diversify  its  exports  to  strejigtlicn 
its  economy.  It  is  determined  t^  develop  other  important  export 
items  to  lessen  its  almost  total  past  dependence  on  export,  of  minerals, 
especially  tin,  which  has  made  the  Bolivian  economy  highly  vulner- 
able. Any  additional  sale  of  tin  from  the  reserves  of  the  developd 
countries  to  the  world  market  brings  forth  a  serious  negative  impart 
on  possibilities  of  social  dev^elopment  in  Boli\na  and  provides  morn 
tlnm  valid  reason  for  its  Government  to  be  detei-mined  to  dtHTlop 
prodiictive  capacity  for  other  items,  especially  in  the  field  of  industiy 
and  agriculture  in  general. 

In  seeking  to  expand  other  productive  capacity  Bolivia  i-ecognwM 
the  necessity  of  agreements  with  friendly  countries  to  assure  prim 
stability.  Tfiey  urgently  need  to  have  firm'  agreements  allowing  tliem 
to  program  their  possibi!ities  of  production  and  of  markets,  ratliL^r 
than  just  risk  gambling  on  the  uncertainty  of  world  markets. 

It  is  this  careful  reasoning  that  has  led  to  Bolivia's  determina- 
tion to  seek  a  quota  of  at  least  40,000  tons  under  the  U.S.  Su^ar  Act, 
regardless  of  present  high  world  market  prices  for  sugar*  They  fel 
it  is  more  important  to  Bolvia's  future  to  assure  the  marketin|f  of 
at  least  part  of  its  excess  production  in  advance,  and  to  obtain  s(al>te 
prices,  in  order  to  assure  keeping  occupied  the  manuf  actuiung  capacity! 
existing  at  present  and  soon  coming  on  stream.  Thev  feel  that  tbr 
North  American  market  offers,  generally,  higher  possibilities  of  stabli 
prices :  and  they  regard  the  United  States  as  a  friendly  conntry  co 
operating  with  them  to  find  solutions  to  many  of  the  problems  per- 
taining to  an  underdeveloped  country.  They  are  proud,  in  turn*  ol 
Bnlirfa-s  record  of  cooperation  with  the  United  States  during  World 
War  11  by  selling  urgently  needed  raw  materials  at  low  prices  rather 
than  exploiting  the  swollen  demand  of  the  period. 

Bolivia's  performance 

The  Bolivian  Government  has  had  an  excellent  record  in  fullininl 
its  U.S*  sngar  quota  with  the  exception  of  1972,  when  conditions  of 
severe  and  prolonged  drougth,  further  complicated  l>y  political  dis- 
turbances and  the  related  uncertainties  of  the  growers,  caused  such  a 
drop  in  production  that  it  was  necessary  for  the  country  to  iinporl 
40,000  tons  of  Brazilian  sugar  to  meet  its  own  domestic  demands, 
is  a  credit  to  Bolivia  and  her  sugar  producers,  however,  that  the)] 
.  snapped  back  sufficiently  in  1973  to  fulfill  their  quota  and  have  i 
sured  fulfillment  of  the' quota  for  1974.  ^ 

When  it  became  apparent  to  Bolivian  officials  that  the  bad  weatner 
conditions  had  so  curtailed  production  they  would  be  unable  to  ex- 
port  in  1972j  they  advised  the  United  States  within  times  specified  i 
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rnd  justified  the  shortfall  under  "force  majeure"  reasons  accepted 
as  bonafide  by  the  U.S.  Grovernment,  as  evidenced  by  the  restoration 
of  the  quota  in  1973.  Bolivia  feels  it  has  been  faithful  in  fulfilling 
its  obligations  of  supply  to  this  country  and  reaffirms  its  commit- 
ment to  faithfully  perform  such  obligations  under  the  increased, 
quota  requested. 

Production  statistics  of  the  past  4  years  support  the  claim  that  th©^ 
1972  shortfall  was  for  reasons  beyond  the  Government's  control. 

For  the  crop  year  1970-1971,  Bolivia's  production  in  metric  tons: 
totalled  123,247,  with  national  consumption  requiring  113,417  tons 
and  6,958.21  metric  tons  exported  to  the  United  States. 

For  the  crop  year  1971-1972,  production  fell  to  85,125  tons.  Bo- 
livia still  exported  its  required  6,232.22  tons  to  the  United  States  in 
1971,  but  domestic  demand  required  it  to  import  40,000  tons  from 
Brazil  between  January  and  March  of  1972.  This  1971-72  crop 
year  loss  prevented  exports  to  the  United  States  in  1972. 

However,  production  in  1972-1973  amounted  to  122,617  tons  and 
production  in  1973-1974  climbed  to  173,524  tons,  enabling  Bolivia 
to  export  6,701.34  tons  to  the  U.S.  in  1973,  18,400  tons  to  Chile 
(March-May  1973)  and  36,800  tons  to  the  free  world  market — and 
still  meet  its  rising  domestic  demand. 

Bolivia's  capabilitt 

As  a  result  of  measures  taken  by  the  present  Bolivian  Government 
over  the  past  2  years,  there  has  been  complete  recuperation  and 
expansion  of  cane  production,  expansion  of  sugar  milling  capacity, 
and  far  greater  assurance  of  sugar  export  supplies. 

The  1974  production  is  now  estimated  at  196,000  metric  tons.  Do- 
mestic consumption  in  Bolivia  has  reached  124,000  tons,  so  after 
allowing  for  a  6  percent  annual  increase  in  that  consumption,  bring- 
ing it  up  to  131,552  metric  tons,  Bolivia  will  have  an  exportable  sur- 
plus of  64,448  metric  tons. 

Over  the  past  2  years  the  sale  price  of  sugarcane  has  been  increased 
so  that  the  cultivation  of  sugarcane  really  became  a  high-income 
yielding  activity  in  comparison  with  other  products,  providing  a 
stimulus  for  new  plantings.  In  addition,  the  Government  has  pro- 
vided credit  programs  for  new  sugarcane  plantations  and  eliminated 
the  old  system  of  quotas  and  other  obstacles  preventing  developing 
of  this  crop. 

During  this  same  period  an  additional  United  States  $17  million 
has  been  invested  in  doubling  the  sugar  milling  capacity  at  Bermejo. 

The  Ministry  of  Industry  and  Commerce  in  Bolivia  now  reports 
the  Santa  Cruz  sugar  plantations  will  be  able  to  reach  a  production 
of  156,000  metric  tons  to  be  processed  in  the  three  mills  in  that  area 
this  year,  with  the  expanded  Bermejo  plant  providing  an  additional 
40,000  tons  to  achieve  the  total  of  196,000  tons. 

By  1975,  the  new  Alto  Beni  sugar  plantation  and  plant  will  be  in 
full  operation  with  an  added  production  capacity  of  approximately 
55,000  more  tons  and  the  production  at  Bermejo  will  be  increased  by 
another  10,000  tons. 

Bolivia's  long-range  commitment  to  improving  its  sugar  produc- 
tion is  reflected  in  both  its  research  efforts  to  improve  the  sugarcane 
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yields  and  in  encouragement  of  producer-cooperatives  to  help  orga 
nize  production  and  distribution. 

A  new  research  center  for  sugarcane  has  been  established,  paid  fo 
l)y  the  sugar  mills  of  the  country  and  by  the  suppliers  of  sugarcan 
to  these  mills.  Studies  have  been  undertaken  looking  toward  the  ol 
jective  of  achieving  the  best  possible  yields  per  hectare.  These  stuc 
ies  are  being  carried  out  on  new  varieties  of  cane  for  its  introductio 
into  commercial  production  and  also  include  surveys  in  regards  t 
infestation  and  the  most  adequate  systems  for  the  control  of  pest 
and  diseases  affecting  the  cane.  Experiments  are  being  carried  ov 
with  additional  irrigation  and  application  of  herbicides  and  fert 
lizei-s. 

In  short,  it  is  the  intention  of  the  Government  to  introduce  th 
latest  cultivating  techniques  into  the  country  in  order  to  obtain  bette 
results  in  sugar  production.  The  effort  recjuires  a  substantial  invest 
ment,  which  the  Government  is  undertaking  in  order  to  assure  11 
production  goals. 

As  well  as  trying  to  find  a  solution  to  the  technical-agriculturf 
pi'oblcnus  that  have*  handicapped  production  in  the  past,  the  Goverr 
niont  hns  taken  steps  through  a  specialized  department  to  organi2 
the  prochiction  in  order  to  lower  the  cultivating  and  transportatio 
costs.  Recognizing  some  of  the  problems  inherent  in  the  small  parcel 
of  land  on  wliicli  cane  is  produced  by  small  landowners — ^the  basi 
production  pattern  in  Bolivia — the  Government  is  encouraging  pre 
clufor  cooperatives  to  create  more  economic  production  units  an 
minimize  costs. 

Perhaps  the  basic  prol)lem  confronting  the  sugar  industry  in  Bo 
livia  is  transportation,  a  problem  inherent  in  a  land-locked  countn 
Bolivia  has  recognized  this  handicap  to  effective  exporting,  however 
and  is  moving  aggressively  to  correct  it.  The  Government  of  Bolivia 
has  assiirned  over  a  thii-d  of  its  investment  resources  to  transporta- 
tion infrastructure,  and  with  the  help  of  the  World  Bank  and  the 
Inter- American  Bank  is  making  progress  on  extensive  improvements 
to  both  its  rail  and  highway  systems.  At  the  same  time  the  Govern- 
ment of  Bolivia  is  seeking  more  effective  shipping  arrangements  with 
its  coastal  neighbors,  Peru  and  Chile,  and  opening  new  initiatives 
with  Brazil  and  Argentina  as  eastern  export  oriented  production 
becomes  more  significant. 

With  all  this  development  planning  toward  increased  production 
and  increased  exports,  includijig  the  necessary  transportation  infra- 
structure to  support  it,  Bolivia  seeks  the  protective  assurance  of  aa 
expanded  U.S.  quota.  She  is  not  involved  in  any  other  preferential 
marketing  arrangements  and  is  looking  to  its  friendly  ties  with  the 
United  States  to  provide  an  assured  market  for  the  major  share  of 
its  excess  production. 


Expansion  of  Bolivia's  sugar  industry  not  only  has  economic  sig- 
nificance for  its  development  plans ;  it  has  a  marked  relationship  to 
its  social  improvement  objectives. 

In  Bolivia  there  is  a  large  number  of  country  people  with  deplora- 
l)le  living  conditions  and  the  Government  of  Bolivia  has  the  inten- 
tion of  raising  the  living  conditions  for  these  people.  But  to  do  so 
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means  seeking  expanded  sources  of  production  and  work.  The  pro- 
duction of  sugarcane  has  the  advantage  of  requiring  a  large  labor 
force,  not  only  in  its  cutting  stages  but  also  in  the  preparing  of  the 
soil  through  the  clearing  of  trees  as  well  as  in  its  cultivating  in  gen- 
eral. Every  expansion  in  cane  production  allows  creation  of  new  and 
better  paid  labor  opportunities,  thus  bringing  higher  standards  of 
living. 

Sugarcane  production  is  essentially  a  small-farmer  operation  in 
Bolivia.  Almost  all  of  the  cane  produced  in  the  Santa  Cruz  area  is 
grown  by  small  producers  with  less  than  5  hectares  of  land.  The 
Santa  Cruz  area  depends  strictly  on  rainfall,  and  it  is  this  area  that 
was  hardest  hit  by  the  drougth  in  1971.  It  is  in  this  area  that  the 
Government  has  established  its  research  experiment  station  to  work 
with  importation  of  new  high-yielding  varieties  and  improved  cul- 
tural practices,  to  make  cane  production  more  competitive  with  other 
crops  such  as  cotton. 

The  other  main  producing  area  around  Bermejo  provides  oppor- 
tunity for  higher  yields,  as  unlimited  irrigated  land  is  available.  The 
new  emphasis  on  stepping  up  production  and  milling  capacity  in 
this  area  provides  added  assurance  that  the  coimtry's  total  crop  will 
no  longer  be  at  the  complete  mercy  of  the  weather  as  happened  in 
1971. 

At  present,  the  Bolivia  Government  reports  that  4,300  producers 
are  involved  in  production  of  cane,  providing  seasonal  employment 
for  thousands  of  additional  workers.  Most  of  the  producers  are  affili- 
ated in  associations  or  cooperatives,  but  each  owns  and  personally 
manages  his  own  land — and  reaps  the  benefits  of  its  production.  Four 
sugar  mills  serve  these  producers  at  present — ^three  in  the  Santa 
Cruz  area  and  one  in  Bermejo-Tarija  region. 

Only  one  mill  is  Government  owned;  the  others  are  private  or 
producer-controlled  through  the  cooperative  associations. 

The  Bolivian  Ministry  of  Commerce  and  Industry  estimates  that 
the  expanded  quota  requested  would  result  in  $2.5  million  in  in- 
creased revenue  to  the  4.»S00  sugar  producers,  as  well  as  $800,000 
more  for  sharecroppers  and  $900,000  for  transportation  of  cane  in 
addition  to  the  current  investment  and  $870,000  for  transportation 
of  sugar  within  the  national  territory. 

Bolivia's  social  benefits  are  regulated  by  law  and  highly  favor- 
able for  the  sugar  mill  workers.  Crop  workers  and  also  provided 
with  compulsory  medical  attention  and  medication. 

BOLIVIA-UNITED  STATES  RELATIONS 

Cordial  and  mutually  respectful  relations  exist  between  Bolivia 
and  the  United  States.  Bolivia  is  deeply  appreciative  of  U.S.  assist- 
ance to  its  economic  and  social  development  and  U.S.  recognition 
that  it  is  trying  to  improve  the  situation  of  her  own  people. 

A  favorable  decision  by  the  U.S.  Government  to  increase  Bolivia's 
sugar  quota  would  certainly  be  consistent  with  U.S.  policy  toward 
Bolivia,  as  reflected  in  our  Government's  commitment  to  assist  Bo- 
livia in  overcoming  foreign  exchange  difficulties.  An  example  of 
that  U.S.  atttiude  would  be  the  close  cooperation  between  the  U.S. 
Government  and  the  IMF  in  authorizing  the  advance  disbursement 
of  a  $20  million  program  loan  and  100,000  ton  Public  Law  480  wheat 
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agrop.meixt  valued  at  more  tliaii  $17  million  despite  severe  suppl; 
conatraints. 

Bolivia-s  pres<^nt  sti^ar  quota  is  one  of  tlie  smallest.,  so  natural) 
any  increase  would  enhance  her  capacity  to  increase  export  earniiiga' 
plus  dispel  any  ft^urs  that  the  United  States  is  changing  its  attitud/ 
toward  the  friendly  Banzer  Government,  partictdarly  during  a  tinn 
of  very  cordial  United  States/Bolivian  bilateral  relations* 

Bolivia  appears  to  be  pursuing  a  course  that  would  assure  con- 
tinued priority  performances  to  tlie  U»S»  market  for  the  future. 
Bolivia  is  liberally  endowed  witli  natural  resources  even  though  her  ■ 
m^inerals  have  been  exploited  for  centuries.  Her  minerals  and  liydro-  ^ 
carbons  are  useful  to  the  U.S.  economy.  The  recent  discovery  of  oil 
and  gas  will  continue  to  be  a  major  factor  in  Bolivia's  present  and 
future  relationsliips  with  the  United  State-s,  J 

In  spite  of  revolutions  and  turnovers  of  governments,  Bolivia  has  * 
fai'ed  rather  well.  Her  growth  i^ate  has  been  respectable  and  in  spite 
of  political  swings  from  left  to  right  and  back  she  has  maintained 
an  open  economic  system  and  at  the  present  welcomes  foreign  invest- 
luent. 

The  current  coalition  government  has  lasted  more  than  2  velars 
and  is  openly  planning  ejections  for  next  year.  There  are  some  in- 
ternal fiscal  problems  to  overcome,  for  which  they  are  seeking^and 
accepting— advice  atid  guidance  from  the  outside  in  order  to  allevi- 
ate these  deficiencies. 

The  Government  of  Bolivia  has  maintained  a  friendly  attitiide 
toward  the  United  States  and  has  taken  on  the  responsibiUiy  of  coin-  j 
pensation  arrangements  with  all  previously  nationalized  U,S,-owned  | 
enterprises,  mainly  the  1971  Gulf  Oil  compensation  agr**ement.  The 
Banker  GoveiTiment  devalued  the  peso  in  October  of  1972  and  is 
maintaining  a  foreign  exchange  system  free  of  restrictions  and  con- 
trols in  keeping  with  its  IMF  agreement. 

The  Bolivian  Government  informs  me  it  is  seeking  settleraent  nf 
one  relatively  small  outstanding  private  U.S.  land  compensadnn 
claim*  The  U*S,  Embassy  in  La  Pax  has  indicated  it  feels  the  Bo- 
livian Gt>vernment  is  acting  in  good  faith  toward  that  settlement. 

BOUVIa's   FDTtmE 

Bolivia  has  had  and  still  has  many  major  handicaps  to  overenme 
for  adequate  economic  and  social  development.  With  a  per  capita 
GNP  of  bai'ely  more  than  $200,  it  is  one  of  the  two  poorest  coun- 
tries in  Latin  America.  Geographically  it  is  among  the  most  isolated 
nations.  It  has  no  sea  coast  of  its  own*  and  major  obstacles  to  good 
internal  transportation.  On  the  other  hand,  Bolivia  also  has  some 
important  assets  It  is  liberally  endowed  with  natural  resources.  Her 
rugged  topography  provides  an  abundant  water  power  potential 
Also  important  for  the  long  run  is  the  barely  touched  agricultiirftl 
potential  of  Bolivia's  land,  particularly  in  the  temperate  hill  coun- 
try and  the  tropical  and  semitropical  plains  of  the  Beni  and  Santa 
Cruz  regions  which  are  the  areas  of  the  future  for  increased  sugar- 
cane  production. 

Looking  to  the  future,  it  would  appear  that  conditions  for  Bo- 
livia's development  are  improving.  Prices  of  her  major  exports  (tin, 
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cotton,  meat,  gas,  oil,  and  other  minerals)  are  rising.  Heavy  invest- 
ment from  multilateral  development  agencies  is  being  applied  to 
transportation  infrastructure.  The  Government  is  giving  high  pri- 
ority to  labor-intensive  rural  development  to  provide  work  and 
higher  living  standards  to  the  poorest  of  the  poor.  It  is  in  this  ob- 
jective that  an  expanded  U.S.  sugar  quota  acquires  real  significance. 

Bolivia  needs  assurance  of  market  outlets  to  back  up  its  emphasis 
on  expanded  sugar  production,  which  in  turn  has  such  a  significant 
impact  on  the  rural  economy  because  it  concerns  so  many  individual 
producers  and  provides  jobs  for  so  many  transient  workers  lacking 
alternate  opportunities. 

Bolivia  looks  to  the  United  States  as  a  natural  trading  partner  in 
many  areas — her  own  mineral  exports,  and  her  agricultural  imports. 
She  is  a  buyer  of  U.S.  wheat  and  flour  and  other  agricultural  prod- 
ucts, U.S.  machinery  and  transport  vehicles,  and  a  wide  range  of 
U.S.  manufactured  products.  Bolivia's  imports  from  the  U.S.  totaled 
$61.1  million  in  1970,  $64.3  million  in  1972.  Bolivia  exports  to  the 
U.S.  were  valued  at  $70  in  1970  and  $73.6  million  in  1972. 

The  Banzer  government  in  Bolivia,  1971  to  the  present,  is  a  coali- 
tion of  conservative  military  elements  and  two  essentially  middle 
class  political  parties,  the  MNR  and  the  Falangista  parties.  Despite 
occasional  rifts,  the  Banzer  coalition  government  has  given  the  coun- 
try 2  years  of  political  stability  and  has  established  economic  policies 
that  have  brought  more  order  in  the  various  economic  sectors  by 
regaining  the  confidence  of  private  businessmen. 

Mr.  Chairman,  I  just  delivered  this  morning  to  the  chairman's 
office  a  letter  from  the  Bolivian  Ambassador  to  the  United  States. 
Copies  have  been  made  available  to  the  staff  for  members  of  the 
committee,  which  I  would  like  to  have  made  part  of  the  record, 
which  is  the  assurance  expressed  by  the  Ambassador  on  behalf  of  his 
Government  of  giving  priority  performance  to  exports  to  the  United 
States,  including  quota  amounts,  including  sugar,  as  might  be  re- 
quested during  short  supply. 

Thank  you,  Mr.  Chairman. 

(The  letter  referred  to  by  Mr.  Waters  follows:) 

Embajada  de  Bolivia, 
Washinffton,  B.C.,  March  5, 19H* 
Hon.  W.  R.  PoAGE, 
Chairman,  Committee  of  Agriculture, 
House  of  RepresentativeSy 
Washington,  B.C. 

Dear  Mr.  Chairman  :  On  behalf  of  my  Government,  I  want  to  assure  you  and 
your  committee  of  Bolivia's  commitment  to  give  priority  performance  to  ex- 
ports to  the  United  States,  including  quota  amounts  as  well  as  additional 
sugar  which  might  be  requested  during  periods  of  short  supply. 

Bolivia  needs  and  has  requested  the  assurance  of  a  large  quota  for  its  ex- 
panding sugar  industry.  Its  production  estimates  indicate  an  exportable  surplus 
beyond  even  the  additional  quota  tonnage  requested  from  the  U.S.  Our  Ministry 
of  Industry  and  Commerce  has  asked  me  to  convey  to  you  our  assurance  that 
requirements  of  the  United  States  will  be  given  first  priority  out  of  this  ex- 
portable surplus. 

Please  accept  this  assurance,  on  behalf  of  my  Government,  as  further  evi- 
dence of  our  desire  to  cooperate  fully  with  the  Government  of  the  United  States 
under  the  Sugar  Act,  in  return  for  the  protective  assurance  of  a  share  of  the 
American  market  provided  for  Bolivia. 

Sincerely, 

Gral.  Edmundo  Valencia-Ibanez, 

Ambassador, 
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Mr.  ZwAcii  (presiding).  Does  that  finish  your  testimony? 

Mr,  Waters.  Yos,  Mr.  Chairman. 

Mr.  ZwACii.  Thank  you  very  much,  Mr.  Waters.  Could  you  wait 
until  the  other  witnesses  have  testified  and  make  yourself  available 
for  questioning? 

Ml",  '\\^ATEKs,  Yes  sir. 

Mr,  ZwACTi,  The  next  witness  is  IMr,  George  C.  Pendleton,  attorney 
at  law,  rep  resent  in|^  the  Government  of  the  Republic  of  China. 

Mr.  Pendleton,  wc  are  happy  to  have  you, 

STATEMENT    OF   GEOEGE    C.    PEITOLETON,    HEPEESEKTHra    TEE 
GOVEENMENT  OP  THE  EEPTJBIIC  OF  CEIHA 

Mr.  pExoLE'mx.  Thank  you,  Mr.  Oiairman.  My  name  is  George 
Peiidieton.  I  appear  ]iere  this  morning  in  behalf  of  the  Republic  of 
China,  accompanied  by  Mr.  Sandys  Bao,  president  of  the  Taiwan 
Su^i^ar  Corporation. 

We  would  like  to  thank  the  committee  very  much  for  the  privilege 
to  appear  here  this  morning  and  present  our  testimony  for  your 
consideration. 

In  I'esponse  to  Chairman  Poage's  announcement  of  January  SS, 
1974,  this  statement  is  directed  to  the  10  points  which  are  of  pri- 
mary concern  to  the  committee. 

1.  REASONS  FOR  DESIRING  TO  C0N11XT:t;  PARTICIPATION  IN  THE  U.S,  SrOAFt  | 

PROGRAM 

The  Republic  of  China  is  a  historic  supplier  to  the  U.S.  market. 
It  has  exported  sugar  to  the  XLS.  since  1^)53,  and  it  has  been  givex^ 
a  share  of  the  quota  for  foreign  countries  under  each  U.S.  sugar  la^^ 
from  1056  througli  1J)72.  In  1973.  the  Republic  of  China  exported  to 
the  U.S.  88,120  tons  of  sugar,  the  full  amount  allowed  by  quota, 
including  deficit  prorations,  and  participation  in  "first  come,  first 
served"  programs. 

We  believe  that  stable  and  orderly  markets  are  desirable  for  both 
the  producer  and  consumer.  The  U.S-  market  under  the  succe^iv^e 
sugar  acts  has  been  stable,  and  fair  prices  have  been  paid  to  pro- 
ducei^s.  The  Republic  of  China,  desires  to  continue  participation  in 
the  U.S.  sugar  pi'ogi'am  because  it  provides  an  orderly  market  for  | 
at  least  a  portion  of  its  exports.  The  Republic  of  China  has  a  large  I 
sugar  production  and  exports  substantial  amounts  of  sugar  to  other  t 
markets.  h 

As  we  all  know  at  this  time,  the  U.S.  price  is  below  that  on  the 
world  free  market.  However^  the  history  of  the  U.S.  market  under      I 
the  Sugar  Act  assures  that  in  the  long  inin  fair  prices  will  be  puid 
under  stable  market  conditions. 

2.   PERFORMANCE  RECORD 

We  are  proud  of  our  record.  The  Republic  of  Cliina  has  consist- 
ently delivered  all  the  sugar  which  it  has  been  allowed  under  the 
U.S.  Sugar  Act,  The  table  and  the  chart  at  the  end  of  my  statement 
show  deliveries  of  sugar  to  the  United  States  from  195S  through 
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.  In  1972,  87,804  tons  were  delivered  and  in  1973,  88,120  tons 
i  delivered. 

L  1961  and  1962,  when  large  additional  supplies  were  necessary 
eplace  imports  from  Cuba,  the  Republic  of  China  exported  to 
United  States  170,026  tons  in  1961  and  121,473  tons  in  1962.  This;; 
a  manyfold  increase  over  the  1960  exports  to  the  United  States^ 
0,440  tons. 

1  addition  to  complying  with  its  allowed  quotas,  the  Republic  of 
na  also  has  regularly  utilized  the  discretionary  additional  amount* 
10  more  than  5  percent  which  under  the  Sugar  Act  may  be  de- 
red  in  any  1  year  as  an  advance  on  the  next  year's  quota.  In  th^ 
:,  the  Republic  of  China  participated  in  supplying  sugar  on  a 
:  come,  first  served  basis  as  called  for  by  USD  A.  During  1973  the 
ie  USDA  announcements  for  first  come,  first  served  sugar  allowed 
f  49,  54,  and  34  days  respectively  for  delivery.  These  conditions 
e  practically  impossible  for  the  Republic  of  China.  However,  in 
case  of  the  November  2,  1973,  announcement,  the  Republic  of 
na  had  a  shipment  enroute  to  the  U.S.  at  the  time.  The  Republic 
China  promptly  applied  from  that  shipment,  the  entire  "discre- 
laiy  additional  amount",  referred  to  above,  against  that  first  come, 
t  served  announcement.  The  Republic  of  China  supplied  3,181  tons 
1973  in  response  to  first  come,  first  served  announcements.  This 
Diint  was  higher  than  that  which  would  have  been  supplied  by  the 
:)ublic  of  China  if  the  additional  requirements  had  been  allocated 
dug  foreign  suppliers  in  the  ratio  of  their  then  existing  quotas. 
Ve  believe  that  the  first  come,  first  served  procurement  program 
leither  compatible  with  orderly  marketing  nor  is  it  a  fair  standard 
measuring  performance  capability.  Nevertheless,  the  Republic  of 
ina's  response  to  first  come,  first  served  announcements  has  been 
larkably  good  under  the  circumstances.  In  response  to  Chairman 
ige's  request,  we  respectfully  suggest  that  first  come,  first  served 
curement  is  an  area  in  which  operations  under  the  existing  law 
rht  be  improved. 

lie  Republic  of  China  explicitly  reaffirms  its  commitment  to  f  ul- 
its  1974  quota.  It  also  undertakes  a  responsibility  to  participate 
he  supply  of  additional  requirements  announced  by  USDA,  as- 
ling  of  course  that  adequate  notice  is  given. 
n  further  assurance  that  our  1974  quota  will  be  filled,  we  wish 
inform  the  committee  that  the  Republic  of  China  has  already 
rtered  4  vessels  for  loading  during  the  first  5  months  of  this 
r.  These  shipments  will  account  for  75  percent  of  the  total  quota. 
I  remaining  shipment  cannot  be  fixed  until  the  maximum  quota 
ch  will  be  allowed  the  Republic  of  China  in  1974  under  deficit 
llocations  and  other  quota  adjustments  is  known.  In  comparison, 
y  some  63  percent  of  the  total  quota  was  loaded  in  the  same 
iths  of  1972  and  1973. 

SSURAXCES  FOR   CONTINUED  PRIORITY  PERFORMANCE  TO  THE  UNITED 
STATES  MARKET  IN  THE  FUTURE 

he  Republic  of  China  can  and  does  assure  this  committee  of  its 
1  intention  to  continue  its  priority  performance  in  the  U.S.  mar- 
to  the  maximum  extent  allowed  by  U.S.  law.  The  Republic  of 
na  has  always  regarded  the  United  States  as  a  priority  market. 
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We  believe  that  the  record  of  past  performance  and  our  demoE^ 
strat-ed  capability  as  a  producer  and  exporter  are  full  guarantees  o^ 
this  commitnienL  \ 

In  appendix  2,  it  will  be  seen  tliat  the  Republi*?  of  China  has  sub- 
stantial amounts  of  exportable  sugar  which  readily  can  bo  shifted 
into  the  U.S.  market.  At  the  present  quota  level  only  some  15  per- 
cent of  the  Republic  of  China's  exports  of  sugar  is  to  the  United 
States.  Thus,  the  Republic  of  China  can  readily  expand  its  quota 
deliveries,  _  ^  ■ 

We  also  assure  this  committee  that  the  Republic  of  China  will^ 
comply  with  any  USDA  requests  for  additional  sugar  over  and  above 
quota  allocations  provided  adequate  leadtime  is  allowed* 

4*    PERFORMANCE   CAPABILITT 

We  submit  that  the  Republic  of  China  has  a  superior  production 
and  export  record.  The  Republic  of  China  sugar  industry  is  not  a 
deiTloping  one,  but  is  mature  and  stable* 

The  Repvhlic  of  Chinu  is  an  efficient  producer  and  a  reliahle  exporter 

Taiwan  is  a  natural  sugar  producing  aj'ea.  It  has  be.en  growin^^ 
milling,  and  exporting  sugar  for  more  than  SOO  years.  For  the  last 
QO  years  the  Taiwan  Sugar  Corp,  has  worked  to  maintain  a  stable 
sugar  production  and  it  has  been  conspicuously  successful  in  spite 
of  diversion  of  land  to  industry  and  other  crops.  The  table  and  chart 
in  the  appendices  show  that  tlie  average  annual  production  has  been 
some  930,000  tons, 

Taiwan  has  a  limited  land  area  and  multiple  conflicting  demiinds 
for  land  use.  The  area  available  for  cane  production  has  ilecreased* 
As  population  has  grown,  the  size  of  individual  land  holdings  has 
decreased.  Nevertheless,  the  Taiwan  Sugar  Corp.  has  been  suc^e^ 
fu!  in  stabilizing  production  by  increasing  efficiency. 

In  the  period  between  1970  and  1973,  production  ranged  from  a 
low  of  758,180  tons  to  a  high  of  917,425  tons;  a  variation  of  only 
some  17  percent  which  is  quite  unusual  for  sugar  production. 

The  Republic  of  China  is  quite  willing  to  set  aside  reasonable 
reserves  to  guarantee  quota  increases.  However,  quite  honestly,  ^<^ 
believe  that  such  is  not  necessary  in  view  of  our  relatively  large  and 
elastic  export  supply » 

Additiomil  shipTnents  to  the  United  States 

Stable  production,  a  small  domestic  consumption,  and  large  ex- 
ports to  the  world  free  market  ^ive  the  Ri* public  of  China  a  unique 
opportunity  to  shift  exports  into  the  U.S.  market  to  meet  any  in- 
creased demand.  The  Republic  of  Cliina  can  easily  increase  its  quota 
commitments  to  the  United  States,  However,  if  the  Republic  of 
China  is  to  be  able  to  participate  in  additional  requirements  on  a 
"first-come,  first-served"  basis,  adequate  leadtjme  must  be  allowed. 
Sugar  harvest  is  of  course  seasonable  and  substantial  supplies  ai'6 
not  available  at  all  reasons.  Of  coursBj  this  is  true  for  all  supplying 
nations. 

Prodvetion  plans 

The  Rei)ublic  of  China  does  not  plan  to  expand  its  production. 
Rather  it  intends  to  stabilize  production  at  a  level  slightly  higher 
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han  the  present  amount  but  within  historical  production.  The  antici- 
)ated  production  levels  are  as  follows: 

l^Q^Y  .  Amount  in  8TRV 

1975 965, 000 

1976 990, 000 

1977 1,  000,  000 

1978 1,  000,  000 

1979 1,  000, 000 

Loading^  storage^  and  shipping 

Taiwan  Sugar  Corp.  has  recently  completed  construction  of  a  bulk 
loading  facility  for  sugar.  This  enables  loading  of  a  10,000-ton  ship 
in  20  hours  and  a  25,000  tonner  in  50  hours.  Of  course,  U.S.  refiners  will 
only  accept  deliveries  in  bulk  form. 

Existing  storage  facilities  will  take  495,000  short  tons  of  sugar. 

T.S.C.  has  no  immediate  plans  for  further  expansion  of  facilities 
for  loading  and  storage.  It  is  believed  that  the  available  physical 
facilities  are  more  than  adequate  to  handle  the  projected  production. 

Within  the  limits  of  sailing  time,  there  is  very  little  problem  in 
shipping  from  Taiwan  to  the  United  States.  There  is  a  fleet  of  vessels 
under  Chinese  ownership  having  an  aggregate  tonnage  of  about  2 
million  tons. 

5.  COMMITMENTS  IN  OTHER  MARKETS 

Apart  from  its  quota  in  the  U.S.  market,  R.O.C.  has  no  preferential 
or  special  arrangement  markets.  It  has  bilateral  supply  contracts  as 

follows : 

[In  STRVI 


Year 

Japan 

South  Korea 

1975..                       

no.ooo 

220  000 

1976 

55,000 

220, 000 

1977..                             ...                  

55,000 

220  000 

1978 

55,000 

220, 000 

1979.               '"      

0 

0 

These  contracts  call  for  payment  at  prevailing  world  market  prices 
as  of  delivery. 

6.  EXPLANATION  OF  THE  REPUBLIC  OF  CHINA  SUGAR  INDUSTRY 

The  Republic  of  China  recognizes  the  importance  of  sugar  pro- 
duction, to  its  economy.  In  1946  the  government  organized  the  Tai- 
^van  Sugar  Corp.  (TSC  which  is  charged  with  the  production,  man- 
ufacture and  export  of  sugar. 

TSC  has  two  sources  of  cane  supply.  Thirty  percent  is  grown  on 
its  own  plantations  and  70  percent  by  independent  farmers.  In  other 
sugar  producing  countries  most  of  the  supply  comes  from  large  plan- 
tations. TSC  must  extend  every  possible  benefit  to  the  farmers  to 
induce  them  to  plant  cane.  Farmers  in  Taiwan  generally  prefer  to 
plant  rice  and  in  recent  years  other  crops  such  as  fruit  and  vegetables 
have  competed  with  sugarcane  for  the  farmers'  attention. 

The  wide  fluctuation  in  the  international  prices  of  sugar,  tend  to 
discourage  farmer  interest.  Thus,  in  1950.  TSC  adopted  a  policy 
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of  stabili?;ing  prices  and  guaranteeing  mini  mum  prices  to  the  (arm- 
ors, A  sugar  stabilization  fund  was  established  in  1966.  Thus,  wlieji 
nt*t.  expoit  prices  received  exceed  the  stabilized  price  guaranteed  to 
farmers  by  TSC,  a  pa  it  of  the  proceeds  are  deposited  in  the  fund 
and  used  to  make  up  deficits  when  net  export  prices  fall  below  the 
stabilized  price. 

lu  addition  to  price  stabilization,  TSC  provides  numerous  other 
benefits  to  the  individual  farmers.  Through  the  Taiwan  Sugarcane 
Growers  Association,  loans  are  made  to  farmei^.  They  are  covered  by 
old  age,  death,  injury,  and  disability  insurance.  TSC  supplies  mod- 
ern tools  and  there  is  a  continuing  program  of  agricultural  informa- 
tion and  education, 

TSC  maintains  an  experimental  station  and  a  program  of  agri- 
cultural research  for  improvement  of  crops,  fai-ming  techniques  and 
productivity. 


7,  ATTlTLrDE  OF  REPUBLIC  OF  CHINA  TOWARD  TITE  UNITED  STATES 

The  CxOY^rmnents  of  the  Kepublic  of  China  and  the  United  States 
are  traditional  friends.  They  are  linked  by  the  usual  treaties  of 
friendship  and  navigation  and  tliey  have  exclianged  air  coinnierce 
rights.  However,  traditionally  there  has  l>een  a  quite  special  rehitiou- 
ship  between  the  countries.  Between  the  end  of  Woild  War  II  and 
1965*  the  United  States  provided  the  Republic  of  China  some  $1.5 
billion  in  economic  aid  and  technical  assistance.  The  program  was  a 
success  and  the  Republic  of  China  has  emerged  as  a  growing  in* 
dustrial  and  trading  country  which  grants  rather  than  receix  ing  aid. 

The  two  countries  have  cooperated  in  the  fields  of  ediication,  sci- 
ence, and  medicine^  A  large  number  of  Chinese  students  are  educated 
in  U.S<  universities  and  graduate  schools. 

U,S.  business  investments  in  the  Republic  of  China  now  amount 
to  some  $350  million*  The  list  of  distinguished  U.S.  investor  inchides 
RCA,  Admiral,  Philco-Ford,  Bendix^  General  Instruments,  Tesas 
Instruments,  Motorola,  Zenith,  American  Cyunaniid,  Morgan  Guar 
anty,  Irving  Trust,  Bankers  Trust,  Gulf  Oil,  National  Distillers, 
and  Ford  Motor  Co. 

The  Republic  of  China's  laws  do  not  discriminate  against  U.S, 
citizens  or  U,S.  business.  Nor  has  the  Republic  of  China  ever  seized 
or  eKpropriated  the  property  of  U.S.  citizens, 

8.    WOKLD    FREE    MARKET    SALES 

Traditionally,  the  Republic  of  China  exports  large  amounts  of 
sugar  to  the  world  free  market.  The  total  exports  were  as  follows: 

Year  :                                                                                                                             E^ftorta  in  sAurf  ton^ 
196a  - ■ .^ ^^— ^ -^^^- -  860.  810 

1967  — _„-- .—. — — — ^ ^-^„„ 548.  WS 

1968  „ — — . — ^ - 633, 2^^ 

1969 . — — .^__.^^_.___.  527, 144 

1970 ^____-_^ ^ . ^ 383,  m 

19T1 . -^^^ — -^^ ,_^^-„^._^ ^ 511.  m 

1972  ^_^_», ^. ^-_____^ .^. ^. ^85.401 

197S  -*-.- ^^-^^-^ .-^-^ ^,«^ ^^___  471.  lA]^ 
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These  exports  during  the  past  8  years,  have  ranged  from  50  tp 
81  percent  of  total  production  for  the  respective  years.  Of  course, 
exports  to  the  United  States  are  not  included  in  these  figures. 

9.  STATUS  OF  THE  REPUBLIC  OF  CHINA  DOMESTIC  CONSUMPTION 

Domestic  consumption  of  sugar  in  the  Eepublic  of  China  accounts 
for  a  relatively  small  percentage  of  the  production.  In  1973,  do- 
mestic consumption  was  301,568  tons  out  of  a  production  of  917,42'5, 
which  is  some  30  percent.  TSC  estimates  that  by  1978,  domestic 
consumption  should  be  some  400,000  tons.  This  is  only  some  40  per- 
cent of  the  planned  production  for  that  year.  The  complete  figures 
for  domestic  consumption  1953-73  appear  in  the  table  contained  in 
the  appendices. 

10.   THE   ECONOMY   OF  THE  REPUBLIC   OF  CHINA 

Taiwan  is  a  mountainous  little  island  of  some  14,000  scjuare  miles 
which  supports  a  population  of  15,494,000  people.  Its  social  and  eco- 
nomic progress  is  well  known  to  the  members  of  this  committee. 
Within  the  past  few  years,  it  has  moved  out  from  an  underdeveloped 
status.  Despite  relatively  is  still  engaged  in  farming  some  3,500 
square  miles  of  arable  land.  The  Republic  of  China  must  import  large 
quantities  of  food,  and  much  of  it  comes  from  the  United  States. 

The  Republic  of  China's  developing  economy  is  attributable  in 
large  measure  to  the  foreign  economic  policy  of  the  United  States 
The  Republic  of  China  is  one  of  the  notable  success  stories  of  the 
United  States  aid  program.  U.S.  economic  assistance  was  terminated 
in  July  1965,  and  there  is  no  longer  military  assistance.  Also,  the 
foreign  exchange  earnings  from  sugar  sold  in  the  U.S.  market  has 
been  a  significant  assistance. 

In  the  past  few  years,  foreign  trade  has  been  the  main  factor  in 
the  economic  growth  of  the  Republic  of  China.  Two-way  trade  in- 
creased from  $542  million  in  1961  to  more  than  $8  billion  in  1973.  It 
is  not  always  realized  that  the  Republic  of  China  is  one  of  the  major 
importers  of  U.S.  products.  In  1973,  U.S.  exports  to  the  Republic  of 
China  were  $1,167,700,000.  The  two-way  trade  between  the  two 
countries  in  1973  was  $2,940,200,000.^  Today,  the  United  States  is  the 
second  largest  exporter  to  the  Republic  of  China  following  only 
neighboring  Japan,  and  the  trade  is  constantly  increasing.  It  is  true 
that  within  the  past  few  years,  the  Republic  of  China  has  enjoyed 
a  surplus  in  its  trade  with  the  United  States.  However,  officials  of 
both  Governments  have  recognized  the  problem  and  action  is  being 
taken  to  narrow  the  gap.  The  growth  and  diversification  of  the  Re- 
public of  China's  economy  should  provide  an  excellent  opportunity 
for  U.S.  exports  particularly  in  capital  goods  and  engineering  prod- 
ucts. Of  course,  the  need  for  food  imports  will  increase. 

The  Republic  of  China  has  moved  from  a  position  of  being  an 
aid  recipient  to  that  of  an  aid  donor.  Since  1961,  the  Government  of 
the  Republic  of  China  has  spent  about  $100  million  in  a  technical 

1  From  U.S.  Commerce  Department  statistics. 
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cooperation  program  with  31  African  countries.  Some  34  teams  have 
been  sent  to  various  African  countries  to  demonstrate  the  agricuV 
tural  seminars  are  held  in  Taiwan  for  agricultural  advisors  irom 
Af  r i  c  an  co  u  nt  i-ies* 

Although,  sugar  exports  earn  a  smaller  perct^ntage  of  the  Republic 
of  China's  total  foreign  exchange  than  in  the  past,  sugar  continnes 
to  be  an  important  part  of  the  economy.  In  1973,  some  15,198  per- 
sons were  employed  in  the  sugar  industry  in  Taiwan.  Contract  farm- 
ers for  TSC  come  from  131,000  different  households,  and  during: 
liai'Vest  seasons,  8,461  additional  tcmpoi'ary  workers  are  employed 
Total  exports  of  sugar  in  1973  were  valued  at  $90  million. 

In  spite  of  its  economic  development^  the  past  several  years  have 
not  iH^en  easy  ones.  International  political  developments 'have  been 
disturbing,  and  the  Kepublic  of  China's  developing  economy  is  par- 
ticularly sensitive  to  changes  in  the  economies  of  its  trading  partnei-s. 
The  current  oil  shortage  is  as  much  of  a  concern  to  the  Republic  of 
China  as  it  is  to  the  United  States. 

In  conclusion,  we  would  submit  that  in  spite  of  increased  indus- 
trialization and  foreign  trade,  sugar  remains  an  important  part  of 
the  Republic  of  China  economy-  It  is  a  natural  product  of  Taiwan 
and  an  established  and  reliable  source  of  foreign  exchange  earn- 
ings- Certainlyj  it  is  a  business  which  the  Republic  of  China  desires 
to  continue. 

COHCLUSION 

In  conclusion,  we  respectfidly  submit  that  the  Republic  of  Chini  | 
is  an  excellent  source  of  sugar  for  the  ILS.  market,  particularly  dur- 
ing this  period  of  price  instability. 

The  Republic  of  China  has  been  a  faithful  supplier  to  the  United 
States  since  1953.  It  has  met  every  quota  allowed  to  it  and  partici- 
pated in  supplying  under  quota  adjustments  and  under  "tirst-come, 
lii'st-served  announcements. 

The  Republic  of  China  has  a  demonstrated  production  capability* 
It  produced  more  than  900,000  tons  in  1973  and  anticipates  a  modest 
increase  to  1  million  tons  by  1977,  Its  export  trade  in  sugar  is  sub- 
stantial and  stable.  Over  the  years,  the  Re|}ublic  of  China  has  t%' 
ported  about  70  percent  of  its  sugar  production,  but  some  15  peitent 
or  less  of  these  exports  have  been  made  to  the  IlTiited  States. 

Domestic  consumption  of  sugar  in  the  Republic  of  China  is  rela- 
tively small.  It  is  estimated  that  consumption  in  1978  will  be  only 
400,000  tons,  Thus^  even  after  subtracting  275,000  tons  for  the  Re- 
public of  China's  commitments  to  Japan  and  South  Korea,  325.00O 
tons  will  be  available  for  shipment  to  tlie  U.S.  market.  This  ismor*^ 
than  three  and  one-half  times  the  Republic  of  China's  1974  quota. 

We  submit  that  the  Republic  of  China  should  be  allowed  to  eo^*^ 
tinue  its  participation  in  the  U,S,  Sugar  Act  program  at  least  at  tl  ~^* 

firesent  level.  However,  the  Republic  of  China  can  easily  play 
arger  role  if  this  committee  so  elects. 
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APPENDIX  1 

SUGAR  PRODUCTION,  CONSUMPTION,  AND  EXPORTS,  CALENDAR  YEARS  1953-73 

[Unit:  1,000  short  tons,  raw  vslue) 
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STATISTICS  or  CANE  AND  SUGAR  PRODUCTION  IN  TAIWAN 
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Seurce:  TS.C.  5l«lhUc$.  ^M 

Mr.  ZwACH.  Does  that  complete  your  testimony? 

Mr*  Pendleton.  That  completes  loy  statement,  Mr.  Chairman. 

Mr*  ZwAcii,  Thank  you  very  much^  !Mr,  Pendleton* 

Could  you  await  the  testimony  of  the  rest  of  the  witnesses  an^^ 
return  for  questioning?  ^M 

jVIr.  Pexdleton.  1  will. 

Mr*  ZwACH.  Thank  you.  The  next  witness  is  Mr.  John  K.  1 
honey,  attorney  at  law,  representing  the  South  American  Suj 
Association. 

You  are  accompanied  by  ilr.  Philip  K.  McKnight? 

Mr.  jMahunet-  That  is  correct. 

Mn  ZwACH.  Please  proceed. 


d 


STATEMEJSrr  OF  JOHN  R.  MAHONEY,  EEPEESEKTIKG  THE  SOU 
AFBICAN  SUGAR  ASSOCIATIOH:  ACCOKPAHIEB  BY  PHIUP 
McKIHGHT 

Mr*  Mahonet.  Before  proceeding,  I  would  like  to  introduce  to 

committee  two  gentlemen  whom  many  of  you  have  met.  The  G 
one  is  Mr.  Frank  Jones^  who  is  behind  me — he  is  the  vice  chaira 
of  the  South  African  Millers  Association— ^and  his  colleague,  whc 
right  behind  me,  is  Mr.  Ian  SniGaton,  who  is  the  vice  chairman 
tlie  South  African  Cane  Growers  Association. 

^Ir.  ZwACH.  The  committee  welcomes  the  gentlemen. 

Mn  Mahonet,  Mr,  Chairman  and  members  of  the  committee,  I 
name  is  tTohn  P.  Mahouey,  I  am  accompanied  by  my  associs 
Pliilip  R.  ^McKnight.  Our  principal  law  offices  are  at  2R  Broadw 
Xt^w  York,  X.Y.  We  also  have  offices  in  the  Chanin  Building,  i 
Coimecticct  Avenue,  NW.,  Washington,  D.C-  We  apj)ear  today 
behalf  of  The  South  African  Sugar  Association. 

In  compliaiiee  with  the  requirements  of  the  Foreign  Agents  Be^ 
tration  Act  of  19'^8,  as  amended,  and  the  rules  and  regulations  iss^ 
pui'suant  thereto  by  the  Attorney  General  of  the  United  States, 
have  labeled  the  copies  of  my  testimony  which  are  to  be  disseinimi 
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as  "Political  Propaganda"  in  the  format  prescribed  by  Rule  402 
promulgated  in  accordance  with  the  act. 

In  further  compliance  with  the  act,  we  have  submitted  to  the 
Clerk  of  the  committee  a  copy  of  our  latest  supplemental  statement 
as  filed  with  the  Department  of  Justice. 

The  South  African  Sugar  Association  (hereinafter  referred  to  as 
SASA)  is  a  strictly  commercial  organization  representing  all  sugar 
cane  growers  and  millers  in  the  South  African  sugar  industry.  The 
entire  sugar  industry  is  owned  and  controlled  by  private  enterprise. 
There  is  no  government  representation  in  SASA. 

The  House  Committee  on  Agriculture  has  requested  information 
on  10  factoi*s  of  primary  concern  to  the  committee  applicable  to 
foreign  suppliers'  requests  for  sugar  quotas  in  legislation  now  being 
considered.  SASA  submits  the  following  in  reply. 

SECTIOX    1.   RE.\S0NS  FOR  DESIRIXG  TO  COXTIXUE  PARTICIPATION  IN  THE 

U.S.    SUGAR    PROGR.\M 

South  Africa  is  the  fourth  largest  sugar  exporter  in  the  world  mar- 
ket— after  Brazil,  Cuba,  and  Australia.  SASA  produces  about  2 
million  tons  of  sugar  a  year  of  which  about  1  million  tons  are  ex- 
ported. As  a  leading  exporter,  it  naturally  wishes  to  supply  the 
tTjiited  States  the  world's  largest  importer. 

In  its  burgeoning  trade  with  South  Africa,  the  United  States  has 
^  ,  favorable  trade  balance  which  in  recent  years  was  about  $300 
{million.  Exports  to  the  United  States  of  sugar,  an  important  product 
^^  the  South  African  economy,  afford  South  Africa  an  opportunity 
^  partcipate  more  equably  in  the  U.S.  market. 

S ASA  takes  the  long-term  view  in  its  export  marketing  and  wishes 
^  rnaintain  its  diverse  existing  markets  throughout  the  world — care- 
^^lly  developed  on  the  strength  of  its  reputation  for  commercial  re- 
liability. Even  though  the  United  Ststtes  has  not  been  a  premium 
^^a.r-ket  recently,  it  is  a  market  which  SASA  wishes  to  retain. 

South  Africa  values  its  traditional  relations  with  the  United 
States  and  recognizes  the  mutually  advantageous  benefits  from  con- 
tact, communication  and  trade.  SASA  shares  with  the  United  States 
^he  philosophy  of  free  enterprise  and  high  business  standards,  and 
^Hese  reasons  is  a  logical  trading  partner. 

^I^OTIOX  2.  PER1X)RMAXCE  RECORD  FOR  THE  Px\ST  2  YEARS  (1972-73)  UNDER 
EXISTING  U.S.  SUGAR  ACT,  INCLUDING  A  STATEMENT  OF  THE  EXTENT, 
IF  ANY,  OF  PARTICIPATION  OF  ALL  USDA  QUOTA  ACTIONS  AND  A  REAFFIR- 
MATION (FOR  THE  RECORD)  OF  THE  COUNTRY'S  COMMITMENT  TO  FUI.FILL 
THEIR  CURRENT  FINAL  ADJUSTED  QUOTA  FOR  1974  TO  THU  U.S.  MARKET 

.  SASA's  performance  under  the  current  Sugar  Act  has  exceeded 
J^s  obligations.  During  the  first  quarter  of  1972  and  1973,  SASA 
V'^^d  its  quotas  of  59,539  and  58,047  short  tons,  raw  value,  respec- 
t^^^ly.  ^loroover,  the  sugar  was  shipped  at  a  time  when  sugar  was 
^  sliort  supply.  Tn  those  years,  as  a  result  of  supplying  the  United 
l^atos  instead  of  the  then  premium  world  market,  SASA  "lost"  about 
^-9  million  in  1972  and  $8.8  million  in  1973.  Exhibit  A  to  this 
?^tomcnt  sets  foi-th  the  arrival  dates  of  SASA's  sugar  in  1972  and 
^^'^S  and  a  calculation  of  the  "loss"  incurred.  This  "loss"  was  calcu- 
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lated  by  using  the  differential  computed  and  published  by  the  U.S. 
Department  of  Agriculture  (the  USDA)  comparing  U.S.  and  world 
prices  adjusted  for  ocean  freight  and  import  duty,  etc.  Exhibit  B 
to  this  statement  contains  copies  of  the  U.S.  "Sugar  Reports"  show- 
ing SASA's  unique  performance. 

SASA,  in  addition  to  meeting  its  deficit  reallocations  from  other 
areas,  also  supplied  approximately  14,000  tons  of  sugar  in  the  latter 
part  of  1973  when  the  USDA  requested  supplies  on  a  first-come,  first- 
served  basis. 

SASA  has  fulfilled  its  quota  and  each  deficit  reallocation  in  every 
year  since  1962  and  reaffirms  that  it  will  fulfill  its  current  final  ad- 
justed quota  for  1974  to  the  U.S.  market.  In  fact,  SASA  has  already 
shipped  23,000  tons  in  the  first  month  of  this  year  against  this  year's 
quota. 

SEC^TTOX  'A,  ASSURANCES  FOR  COXTIXUED  PRIORITY  PERFORMANCE  IN  THE 
Fl  TURE  TO  THE  I'.S.  MARKET,  INCLUDING  P*OTII  QUOTA  AMOUNTS  AS 
WELL  AS  ADDITIONAL  SUGAR  WHICH  MIGHT  BE  REQUESTED  DURING  PE- 
RIODS   OF    SHORT    SUPPLY 

SASA  pledged  the  following  to  this  committee  in  April,  1971: 

Irrespective  of  the  future  relationship  between  world  and  U.S.  sugar  pricei, 
SASA  pledges  to  fill  all  U.S.  quota  assigned  to  it.  And,  as  demonstrated  by  its 
past  performance,  SASA  has  the  capacity  to  supply  sugar  to  the  U.S.  wdl  in 
excess  of  its  present  quota. 

This  pledge  has  been  fulfilled  in  all  respects  during  the  life  of 
the  1971  Sugar  Act.  SASA  treats  its  U.S.  quota  on  a  priority  basis 
and  has  fulfilled  not  only  its  quota  also  all  deficit  reallocations  as- 
signed to  it. 

SASA's  present  U.S.  quota  of  about  60,000  short  tons  is  a  small 
percentage  of  its  sugar  exports  of  1  million  tons.  In  normal  cir- 
cumstances, SASA  will  supply  reasonable  tonnages  of  additional 
sugar  which  might  be  requested  by  the  United  States. 

SASA  again  gives  its  assurance  that  it  will  continue  to  treat  its 
U.S.  quota  on  a  priority  basis,  including  both  quota  amounts  as  well 
as  additional  sugar  which  might  be  requested  by  the  United  States 
during  periods  of  short  supply.  In  SASA's  opinion,  priority  per- 
formance should  also  mean  caring  about  refiners'  wishes  for  quality 
sugar.  For  about  a  decade  SASA  has  spent  millions  of  dollars  in 
research  to  develop  a  patented  process  to  manufacture  raw  sugars 
most  desired  by  all  its  refiner-customers.  SASA's  raw  sugar  is  now 
well  known  internationally  for  its  excellent  "refinability." 

SECTION  4.  PERFORMANCE  CAPABILITY,  INCLUDING  WILLINGNESS  TO  SET 
ASIDE  RESERVES  FOR  U.S.  MARKET,  ABILITY  TO  MAKE  TIMELY  SHIPMENTS, 
CURRENT  PRODUCTION  AND  SHIPPING  CAPABILITY,  AND  PLANS  WTtBVf 
THE  NEXT  5  YEARS  FOR  EXPANSION  OF  PRODUCTION,  PROCESSING,  LOAD- 
ING AND  STORING  FACILITIES  (I.E.,  A  DETAILED  EXPLANATION  AND  EVAlr 
UATION  OF  THE  COUNTRY'S  EXISTING  SUGAR  INDUSTRY  AND  ITS  FUTUBE) 

Under  normal  weather  conditions  the  present  production  capacity 
of  the  South  African  sugar  industry  is  approximately  18  million  tons 
of  cane.  This  produces  some  2  million  tons  of  sugar.  Of  this,  1  miUioB 
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msumed  in  the  domestic  market,  leaving  1  million  tons 

1  area  under  cane  is  about  800,000  acres  situated  prin- 
ig  the  coastline  of  the  Indian  Ocean.  Exhibit  C  to  this 
3  a  map  of  the  industry's  sugar  mills  and  refineries.  There 
;ar  mills  with  a  production  capacity  averaging  about 
s  each — with  one  mill  producing  220,000  tons  a  year, 
frica  has  much  undeveloped  arable  land,  sufficient  capital 
nd  a  stable  government.  These  enable  SASA  to  increase 
roduction  as  and  when  additional  sugar  demand  actually 
•  appears  likely. 

)wing  table  shows  SASA's  production  and  exports  dur- 
years  in  which  it  has  held  a  U.S.  sugar  quota : 

[In  short  tons] 

Tonnage 
Production  exported 

'. 1,098,781  409,522 

- - 1,193,781  549,476 

1,264,704  586.328 

- 1,395,446  616,355 

1.001,784  190,119 

- 1,794,100  900,222 

2,008.704  1,154,198 

- - 1,659,399  817,582 

1,788,499  858,209 

- 1,541,992  622,851 

2,055,441  1,064,713 

2,110,486  1,094,697 

of  increasing  global  and  domestic  demand  for  sugar, 

been  planning  and  implementing  a  four-phase  expansion 

nee  1969. 

twecn  1971  and  1973,  32,000  acres  were  authorized  for 

)  take  up  surplus  milling  capacity  and  to  provide  an 

i  for  growers  in  close  proximity  to  mills  to  plant  surplus 

e. 

[id  phase,  covering  the  years  1973  to  1976,  is  designed  to 

ftlier  85,000  acres  of  land  under  cane.  Phases  one  and 

pected  to  produce  an  additional  300,000  tons  of  sugar  a 

i  phase  will  involve  somewhat  more  capital  and  produce 
),000  tons  of  sugar  a  year  hj  1977-78. 
th  phase  will  involve  new  mills  in  new  areas.  Several  are 
e  investigation  by  private  enterprise,  at  least  one  of  which 
mill  in  KwaZulu.  Since  new  cane  areas  and  mills  take 
onie  to  fruition,  they  will  only  be  a  factor  in  the  latter 

as  one  of  the  finest  and  best  equipped  sugarcane  experi- 
ns  in  the  world,  the  main  activities  of  which  are  research 
on  services.  Over  the  past  30  years  the  new  cane  varieties 
,  and  the  improved  farming  methods  advocated,  have 
)roduction  at  the  rate  of  2  percent  a  year.  This  vertical 
equals  some  40,000  tons  of  sugar  a  year. 
-80,  as  a  result  of  improved  productivity  from  existing 
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areas  and  the  expansion  program,  production  should  be  about  2.500,- 
000  tons.  Favorable  U-S.  legislation  could  expedite  SASA's  expan- 
sion plans, 

Bern  use  SASxA.  hns  the  largest  and  most  sophisti^cntcd  storage  aid 
loadinfj:  facility  in  the  world,  it  can  resx>ond  quickly  to  calls  (o 
sugar  from  tlie  United  States.  Siigar  is  stored  on  thti  wharf  side  a^ 
Durban  in  three  giant  silos  referred  to  as  the  Sugar  Termiiiai,  Ci* 
pable  of  holding  up  to  OnO.(X)0  tons  of  sugar. 

■  SASA  always  holds  su^ar  reser%^es  for  its  commitnients,  inf^ludiii 
siiffieieiit  reserves  for  its  U.S,  obligations  I.S.O.  figures  wliich  Imv^ 
already  been  presented  to  this  committee  indicate  tliat  SASA's  sugit  * 
reserve  during  the  past  10  years  has  been  over  400,000  tons»  Tlv^^ 
lowest  level  of  stocks  at  the  terminal  in  each  of  the  last  8  year^^ 

I    was  til^OOO  tons  in  April  IDTl,  lOOjOOO  tons  in  Mav  1972,  and  4ij,l}0C3 
tons  in  May  1973,  /  1 

The  terminal  is  supplied  by  20  sugar  mills*  which  have  a  9-  to  10  ^ 
month  grinding  season.  Tbey  do  not  have  any  storage  facilities  o^ 
their  own,  but  dispatch  their  sugar  to  Durban  either  by  rail  or  roac:^ 
as  it  is  mannfactured.  Tiie  road  and  railway  systems  are  efficients 
When  sugar  is  required  foi"  loading  on  short  notice,  it  does  not  hav^ 

I    to  be  shipped  from  inland  or  landlocked  mills  before  loading  ca 
start  into  sliips. 
The  bulk  raw  sugar  is  loaded  at  the  rate  of  between  800  and  1.01 
tons  an  hour.  Vessels  can  be  loaded  to  a  draft  of  36  feet,  and  thi 
largest  cargo  so  far  exceeded  37,500  tons.  Ships  rarely  have  to  wait 
for  a  berth  because  of  the  speed  of  loading  and  the  fact  that  the  bertk 
is  resei'ved  for  sugar  ships. 

As  tlie  terminal  woi-ks  a  24-honr  da3%  ships  are  loaded  arouad  the 

clock.  It  takes  about  1  day  to  load  a  20,000-ton  vessel  in  contrast 

^     to  the  old-fashioned  method  of  ''bleeding'^  bags,  which  would  take 

H     about  a  month  to  load  the  equivalent  tonnage, 

^         The  soiitheni  tip  of  South  Africa  is  many  miles  north  of  tha 

southern  tip  of  South  America.  SASA  actually  has  sliipped  sug^r 

to  the  United  States  in  only  16  days.  Nevertheless,  cargo  vessels 

today  average  about  22  days  from  Durban  to  the  United  States  com- 

parecl  to  35  or  40  days  from  certain  other  supplying  areas, 

SECTION  5.  A  DESCRTPTIOX  OF  OTITER  ACTUAL  OR  EXFECTEO  SPECL^ 
ARRAXOEMENT  OOMlflTirENTS  OP  THE  FOREIGN  SUPPLIER  DURlKO  THE 
N13XT  5-\T:AR  period  (WHETHER  OR  XtTT  TIIEV  ARE  1*REF1=:KKXTIAI/ 
HIABKETS,  BllJVrElL^L  Olt  MULTILATERAL  COMMITMENTS,  INCLUDING 
PLAXS  FOR  PARTICIPATION  IN  TIIE  WORLD  51  ARRET) 


■ 


I 


I 


SASA's  quota  under  the  1968  International  Sugar  Agreement  was 
625,000  tons,  IMost  of  this  sugar  was  shipped  to  Japan  and  Caaadft- 
'\^lien  quotas  were  suspended  in  197S*  SASA  was  in  a  position  to 
increase  its  exports  and  not  only  stepped  up  the  tonnage  to  its  exist- 
ing markets  hut  also  developed  new  outlets, 

A  long-term  agreement  exists  with  a  Japanese  importing  con* 
sortium  to  supply  certain  refiners  in  their  group  with  sngar  at 
prices  based  on  tlie  prevailing  London  daily  price— the  LDP,  Agree' 
ments  also  exist  between  SA&A  and  certain  Canadian  refine i*s  cover- 
hig  amiual  sugai^  supplies  at  prices  also  based  on  the  LDP. 

In  addition  to  these  two  principal  markets,  sugar  has  also  bee* 
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applied  to  Israel,  Finland,  the  United  Kingdom,  Sri  Lanka,  South 
Vietnam,  and  other  smaller  outlets. 

Until  a  new  International  Sugar  Agreement  is  negotiated  again 
jnposing  quota  restrictions,  SASA  will  continue  to  sell  sugar  in 
excess  of  its  domestic  requirements  and  U.S.  quota  to  its  existing 
markets,  and  develop  others  as  and  when  the  opportunity  arises. 

SECTIOX  6.  A  BRIEF  EXPLANATION  OF  THE  NATURE  OF  THE  COUNTRY'S 
SUGAR  INDUSTRY  AND  HOW  IT  FUNCTIONS  INCLUDING  THE  EXTENT  TO 
WHICH  BENEFITS  IN  THE  INDUSTRY  ARE  SHARED  BY  SUGAR  FARMERS 
AND  WORKERS 

The  South  African  sugar  industry  is  comprised  of  three  main 
bodies.  The  chief  administrative  body  is  SASA,  which  has  equal 
representation  from  the  Millers  Association  and  the  Cane  Growers 
Association. 

There  are  just  over  8,000  independent  growers  in  the  industry,  of 
Tvhom  approximately  63  percent  are  black,  23  percent  Indian  and 
the  balance  white.  Although  most  growers  in  the  industry  are  black, 
they  are  mainly  small  producers  of  cane.  However,  opportunities 
are  being  provided  for  more  blacks  to  become  growers.  In  fact,  SASA 
has  made  an  accelerated  effort  over  the  past  few  years  to  encourage 
them  to  do  so,  particularly  since  much  of  the  best  cane  growing  land 
available  for  development  close  to  existing  mills  lies  within  the 
black  homelands.  SASA  is  working  closely  with  the  KwaZulu  Gov- 
ernment to  bring  this  land  under  cane  production. 

SASA's  concern  for  the  small  grower,  who  is  usually  black  or 
Indian  and  who  produces  less  than  1,100  tons  of  cane  a  year,  is 
shown  by  the  establishment  of  a  Small  Growers'  Financial  Aid 
Fimd — the  fund.  $7.5  million  have  been  set  aside  by  the  industry 
to  enable  the  small  growers  to  become  economically  viable. 

Training  and  community  centers  to  provide  courses  in  cane  grow- 
ing techniques,  adult  education  and  cultural  activities  are  being 
established  in  KwaZulu.  In  addition,  funds  at  interest  rates  well 
below  commercial  rate^  are  available  to  small  growers  to  enable 
them  to  purchase  fertilizer,  tractors  and  farming  equipment.  SASA 
is  also  working  in  close  consultation  with  the  KwaZulu  Government 
whose  Department  of  Agriculture  is  training  extension  officers  for 
assignment  to  various  cane-growing  areas.  The  program  will  benefit 
not  only  those  who  receive  aid  but  also  the  entire  sugar  industry. 
A  more  complete  description  of  the  establishment  and  the  admin- 
istration of  the  fund  is  attached  to  this  statement  as  exhibit  D. 

In  addition,  SASA's  agricultural  research  and  educational  pro- 
grams, which  are  available  to  all  cane-growers  in  the  industry, 
continue  to  improve  productivity  on  all  farms  whether  small  or  large. 

SASA's  concern  for  the  small  grower  is  also  shown  by  the  equali- 
zation fund  subsidies.  For  many  years,  individual  growers  producing 
l^ss  than  4,000  tons  of  cane  a  year  have  been  subsidized  by  about  10 
percent  of  the  cane  price.  These  subsidies  are  provided  by  all  other 
growers  as  a  form  of  assistance  to  the  small  producers,  irrespective 
01  color. 

The  milling  section  of  the  industry  comprises  20  sugar  mills 
^hich  grind  18  million  tons  of  cane  a  year  at  a  combined  crushing 
rate  of  over  3,850  tons  per  hour.  Except  for  two  cooperatives,  all 
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mills  are  owned  by  public  stock  companies.  Total  capital  employed 
in  the  milling  section  of  the  industry  is  over  $318  million. 

The  industry  is  a  substantial  employer  of  labor  as  is  shown  in 
the  table  below. 

Namberof 

(a)  Agriculture:  Employees 

Black 126,100 

Indian.. _ _ 4,750 

White. 520 

Total 131,370 

(b)  MiUing: 

Black _ 11,750 

Indian 4,330 

White 4,260 

Total. 20,340 

Using  a  ratio  of  only  four  dependents  for  every  person  in  the 
sugar  industry,  more  than  1  million  people,  black,  Indian  and  white, 
are  directly  dependent  on  the  South  African  sugar  industry  for 
their  livelihood.  Details  of  wage  levels  and  other  benefits  are  attached 
to  this  statement  as  exhibits  E  and  F,  respectively.  Indirectly,  many 
thousands  of  other  people  in  such  fields  as  transportation  and  trade 
are  also  dependent  on  the  sugar  industry. 

SASA  provides  job  opportunities  for  large  numbers  of  Zulu  and 
Xhosa  people,  thus  channeling  millions  of  dollars  into  the  black 
homelands.  Therefore,  additional  sales  to  the  United  States  mean 
extra  employment  for  this  labor-intensive  industry. 

Compared  with  certain  other  sugar  producing  countries,  the 
South  African  industry  is  highly  labor  intensive.  This  is  because 
of  the  nature  of  the  terrain  and  also  because  of  the  ever-growing 
need  for  employment  opportunities,  particularly  among  the  rura 
blacks.  The  black  population  in  South  Africa  is  growing  at  rat< 
in  excess  of  3.5  percent  a  year.  Consequently,  massive  unemploymen 
would  occur  among  the  black  population  if  the  industry  is  mecb 
anized  on  a  large  scale. 

Despite  the  labor  intensive  nature  of  the  South  African  industi^ 
working  conditions  and  wages  compare  favorably  with  the  standard 
applicable  in  industry  generally  in  South  Africa  and  are  certainl 
better  than  those  throughout  most  of  Africa  and  many  sugar  pr< 
ducing  areas  in  the  world.  Thousands  of  blacks  still  migrate  t 
South  Africa  from  northern  countries  to  obtain  employment  an 
many  are  employed  in  the  sugar  industry. 

All  sugar  for  domestic  consumption  or  export  is  sold  throug 
SASA.  Total  proceeds  are  reduced  by  such  industrial  costs  as  tr 
experiment  station,  sugar  terminal  and  SASA's  administrative  e3 
penses.  Then,  in  terms  of  an  agreed  formula,  growers  receive  aboi 
65  percent  of  the  total  net  proceeds  available  for  distribution.  Undc 
this  formula  all  growers  receive  the  same  price  for  their  can 
except  that  smaller  growers,  as  already  indicated,  are  subsidize 
by  about  10  percent  of  the  cane  price. 

SASA  continues  to  make  substantial  contributions  in  the  ficl 
of  black  and  Indian  education.  It  is  responsible  for  370  individue 
school  or  university  scholarships  at  the  University  of  Zululand,  th 
Durban- Westville  University  for  Indians  and  the  University  c 
Natal.  SASA  expends  nearly  a  half -million  doUars  a  year  in  thi 
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Tort.  In  addition,  the  individual  milling  companies  have  tradi- 
onally  sponsored  black  and  Indian  students  from  the  families  of 
teir  own  employees  by  providing  substantial  university  scholar- 
i^ips. 

ACTION  7.  ATTITUDE  OF  FOREIGN  SUPPLIER  GOVERNMENT  TOWARD  THE 
"UNITED  STATES  AND  RECORD  OF  TREATMENT  OF  U.S.  CITIZENS'  INTERESTS 
AND  PROPERTY  WITHIN  THE  COUNTRY 

South  Africa  has  traditionally  cooperated  with  the  U.S.  in  all 
mpoi'tant  fields  of  overall  strategy  and  continues  to  support  the 
T.S.  position  on  every  major  issue  affecting  the  security  of  the 
United  States  and  the  Western  World.  It  accepts  its  responsilities 
m  maintaining  the  Cape  sea  route,  which  is  of  major  importance  to 
the  United  States  and  the  West,  especially  in  these  times.  South 
Africa  has  also  traditionally  responded  positively  and  cooperatively 
to  U.S.  needs  in  scientific,  technical  and  other  fields. 

South  Africa  does  not  discriminate  against  U.S.  exports  and  main- 
tains open  trade  relations  to  the  extent  that  the  United  States  enjoys 
perennially  a  heavily  favorable  balance  in  its  trade  with  South 
Africa,  now  in  the  region  of  $300  million. 

South  Africa  is  hospitable  to  U.S.  investments,  now  in  excess  of 
$1  billion,  and  has  never  expropriated  U.S.  property.  It  has  never 
asked  for  or  received  U.S.  monetary  assistance.  Loans  negotiated  in 
the  United  States  are  expeditiously  serviced  and  repayed. 

South  Africa  does  not  discriminate  against  U.S.  citizens'  interests 
and  property  in  the  country.  She  has,  instead,  extended  "most- 
favored-nation"  treatment. 

SECTION   8.  WORLD  MARKET  SALES  FOR  THE  PAST  3  YEARS 

The  following  table  shows  SASA's  world  market  in  short  tons  raw 
value  for  the  past  3  years: 

CALENDAR  YEARS-1971  TO  1973 » 

Country  1971  1972  1973 

Japan 410,470  626,802             515,078 

Canada          289,128  300,252             310,258 

United  Kingdom 21,343 

Finland    ..     80,687               40,138 

sreaL." 11,982  61,108               39,540 

Hong  Kong 16,9^7  6,649                 2,037 

Sri  Lanka 14,415 

Seychelles 2,229  2,438                2,218 

Vietnam  (south) 11,689 

Others... 11.610  7,759                    311 

^.      Total 754.035  1,121,453             909,580 

J'8h  test  molasses  (sugar  equivalent) - 36,755  28,150 

•^et  exports  excluding  U.S.  basic  and  global  quotas 790,790  1,149,603             909,580 

'  1971-73  export  performance  was  limited  under  the  1968  International  Sugar  Agreement, 
''lote:  Exhibit  G  to  this  statement  shows  some  of  the  destinations  of  SASA's  sugar  exports. 

SECTION    9.  STATUS  OF  FOREIGN  SUPPLIER'S  DOMESTIC  CONSUMPTION 

The  trend  of  local  market  sugar  sales  in  South  Afri(ja  is  shown 
in  Exhibit  H  attached  to  this  statement.  During  the  last  5  years, 
^otal  sales  in  the  domestic  market  have  increasecl  by  an  average  of 
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38,000  tons  a  year.  Since  per  capita  consumption  among  the  white 
section  of  the  population  has  virtually  reached  saturation  point,  in- 
creased consumption  can  be  attributed  to  the  increasingly  affluent 
black  population. 

As  wages  and  conditions  of  the  black  population  continue  to  inc^' 
prove,  domestic  sugar  sales  are  also  expected  to  increase  at  a  high^^ 
rate  tlian  has  been  experienced  in  tlie  past.  However,  SASA's  plarB.*" 
mnr^  and  development  committee  has  anticipated  the  increase  i-^ 
domestic  sales  in  its  long-term  planning.  Consequently,  the  amount  o^ 
sugar  available  for  export  will  certainly  not  declme. 

SECTTOX  10.  A  BRIEF  SOCIAL  AND  ECONOMIC  PROFILE  OF  THE  FOREIGN  StJX=* 
PLIER  COUNTRY,  INCLUDING  ITS  DEPENDENCE  ON  SUGAR  AS  A  SOURCE  O^ 
FOREIGN  EXCHANGE,  ITS  NEED  FOR  ECONOMIC  DEVELOPMENT,  AND  TiaCJ 
I3IPORTANCE  OF  A  PROGRAM  IVIARKET  IN  THE  UNITED  STATES 

The  basic  statistics  on  South  Africa  has  been  set  forth  in  the  tabTi 

below : 

Area *  472,  ^o€ 

Poiilntion  (estimate  based  on  1970  census)  : 

Black 16,  217,  OOO 

Colored 2, 144,  OOO 

Indian 668. 000 

White   3,958,  OOO 


Total 22,  987,  000 

Gross  National  Product $22,181,000,000 

Gross  National  Product  per  capita ^9&i 

Trade  1972 : 

Imports •_ $4.  644,  000. 000 

Exports $3,  092, 000, 000 

*  Square  miles. 

Source :  South  African  yearbook. 

In  examining  the  social  and  economic  policies  of  South  Africa,  it 
must  constantly  be  kept  in  mind  that  South  Africa  is  a  part  of  the 
Continent  of  Africa.  One  of  the  most  obvious  features  of  Africa  is 
the  political  instability  which  results,  basically,  from  tribalism. 
South  Africa  is  no  exception.  The  policy  adopted  in  South  Africa, 
in  an  attempt  to  overcome  this  tribalism  problem,  is  separate  develop- 
ment in  contrast  to  the  integrationist  approach  which  has  been 
adopted  in  the  rest  of  Africa. 

Between  1933  and  1945  a  number  of  factors,  including  devalua- 
tion of  currency,  development  of  primary  and  secondary  industry, 
inflow  of  foreign  capital  and  domestic  capital  formation,  contributed 
a  situation  where  the  South  African  economy  "took  off"  into  self- 
sustained  growth,  which  is  the  principal  criterion  for  classification 
as  a  "developed"  country. 
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However,  the  South  African  economjr  has  for  40  years  been  driving 
towards  the  fourth  stage  of  economic  growth,  that  is,  "economic 
naturity."  Consequently,  a  disturbingly  high  percentage  of  the  Ee- 
'ublic's  population  still  belongs  to  the  first  category  of  economic 
evelopment,  namely,  the  "traditional  society."  Based  on  such  other 
it-eria  as  per  capita  GNP,  irregular  pattern  of  income  distribution^ 
e..  South  Africa  is  a  "developing"  country. 

Thus,  South  Africa  has  been  classified  as  both  a  "developed"  or 
l^veloping"  country.  The  country  possesses  abundant  natural  re- 
xarces  and  abundant  labor  resources,  many  of  which  are  as  yet 
^tapped.  However,  sound  development  of  these  resources  is  essen- 
Etl.  The  black  population  is  growing  at  a  rate  of  3.5  percent  a  year, 
hich  leads  to  an  increase  in  the  labor  supply  of  approximately  4 
^r-cent  a  year.  Consequently,  a  real  growth  of  some  5  percent  or  6 
^rcent  a  year  is  a  necessity  in  order  not  only  to  absorb  the  increase 
1   the  labor  supply  but  also  to  raise  standards  of  living. 

Historically,  development  centered  first  on  agriculture  and  then 
ri  mining.  Since  the  Second  World  War,  industry  has  played  an 
V'er  incroasinir  role  in  the  country's  economy.  However,  there  are 
rnits  to  the  rate  at  which  industry  can  grow  and  hence  absorb  labor, 
seeping  in  mind  the  state  of  development  and  aspirations  of  the 
Majority  of  the  population.  In  Natal,  where  the  densest  concentration 
»f  black  population  is  situated,  there  is  a  gi'eat  need  for  labor  in- 
ensive  employinont  opportunities.  Agriculture,  and  in  particular 
iUgar  cane  growing:,  is  labor  intensive  and  is  thus  of  vital  importance 
o  the  economic  future  of  a  significant  portion  of  South  Africa's 
)lack  population. 

Sugar  is  South  Africa's  second  most  important  agricultural  export, 
is  is  shown  in  the  followino;:  1972  agricultural  exports:  grain,  $211,- 
►00.000;   sugar,  $184,500,000;   and  wool,  $174,000,000. 

Trade  between  South  Africa  and  the  United  States  is  substantial, 
however,  the  balance  weighs  consistently  in  the  latter's  favor,  as 
hown  below: 

[U.S.  dollars  in  millions] 


Siuth 

African 

United  States 

exports  to 

Balance  in 

exports  to 

United 

favor  0  f 

Year 

South  Africa 

States 

United  States 

966.. 
967.. 
1968.. 
1969.. 
1970-. 
1971.. 
1972.. 


401 

249 

152 

426 

227 

199 

453 

253 

200 

505 

243 

262 

562 

288 

274 

620 

286 

334 

595 

325 

270 
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A  U.S.  sugar  program  assists  in  reducing  this  trade  imbalaixoe, 
enabling  South  Africans  to  buy  American  goods  and  iservices. 

CONCLUSION 

SASA  realizes  that  the  current  remarkably  high  world  sugar  pirace 
is  temporary.  It  has  been  proved  on  numerous  occasions  in  the  J>ast 
that  sugar  is  a  cyclical  industry,  and  it  would  be  unreasonable  fo 
expect  that  these  unusually  high  prices  will  continue. 

Therefore,  SASA  wishes  to  be  considered  for  a  quota  of  not  less 
than  75,000  tons,  which  in  round  figures  equals  the  tonnage  actuallj 
shipped  to  the  United  States  last  year.  However,  SASA  wishes  to 
emphasize  as  set  out  in  this  statement  that  it  has  the  potential  to 
supply  a  substantially  larger  quantity  of  sugar  to  the  United  States. 

[Exhibits  referred  to  are  as  follows : ] 

EXHIBIT  A 
ARRIVAL  DATES  OF  SASA  SUGAR  IN  1972  AND  1973.  CALCULATION  OF  THE  "LOSS"  INCURRED 


Dbte  sold 


Vessel 


Outturn 
short  tons,    Date  of 
raw  value    arrival 


U.S.  spot  World  spot 
price  aver-  price  aver- 
age for  age  for 
month  of  month  of 
arrival  arrival 


DiffcfWitM 
computed  Ir 


justing  fv 

freight,  duty, 

etc. 


1972: 

Dec.  10, 1971 Neptune 17, 063  Jan.  19, 1972 

Dec.  22, 1971 do 11,470 do 

Jan. 4 Dona  Ouranla...  13,623  Feb.  11, 1972 

Feb.  14 Kavo  Delfmi 9,356  Feb.  27, 1972 

Feb.  16 do 8,144 do 

Total  in  STRV 

1973: 

Feb.  6 Kythnos.. 

Do Antiochla. 

Feb.  7 do... 

Apr.  11 Nautlca.. 

Nov.  8 Dimitris.. 

Total  in  STRV 


19.10 
9.10 
9.02 
9.02 
9.02 


$8.25 
8.25 
8.63 
8.63 
8.63 


-10.21 
-.21 
-M 
-.66 
-.66 


59, 656 

-2.W 

-$2.863.4« 

24, 533 
12,302 
8,696 
15, 112 
13,892 

Mar.  1, 1973 
Feb.  23, 1973 

do 

Apr.  30, 1973 
Dec.  8, 1973 

9.45 
9.14 
9.14 
9.65 
11.34 

8.89 
9.06 
9.06 
9.06 
11.83 

-.75 
-L20 
-1.20 

-2.01 

74, 535 

-5.88 

-$8,765,316 
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EXHIBIT  B  . 
TABLE  9— STATUS  OF  1973  QUOTAS  AND  CHARGES  AS  OF  MAR.  31.  1973 
[Short  tons,  raw  value] 


Source  of  supply 


Quota  &nd 

prorations      Charges  i  >  * 


Balance* 


imestic  beet  sugar ^  3,500,000  734,000  2,766,<e00 

iiiiland  cane  sugar i 1.591,000  250,000  l,3«t,0d0 

txascane  area.. 20,000  IftOOO 

iwaii 1,185,000  177,680  1,007,320 

lertoRIco 205,000  17,255  137,745 

Total 

public  of  the  Philippines 

gentina 

rstralia 

liivia 

azil 

itish  Honduras 

lina, -Republic  of 

tlombia 

istaRtca 

iminican  Republic - 

«ador 

Salvador... 

ji  Islands 

latemala. 

lit! 

mduras 

dia 

Hand 

slagasy  Republic 

Jiawi 

luritius 

jxico. 

caragua 

nam^ 

rai«ay 

ru 

uth  Africa 

raziland... 

ailand. 

nezuela 

»t  Indies 

Total 

Grand  total 11,500.000        2,447,063  9,052,307 


6.501,000 

1,178.935 

5.S22.06S 

1, 347,  591 

281,974 

1.065,617 
77.182 

77, 182 

205,  209 

32,860 

172,349 

6, 558 

6.558 

556.916 

266,807 

270, 109 

34,303 

17,629 

16,674 

85,486 

30,934 

54,502 

68,605 

591 

68,014 

69,  615 

27,485 

42, 130 

645.698  . 

183,891 

461,317 

82,226 

28.248 

53,983 

43.382 

7,023 

36,359 

44,967 

1.550 

43,417 

50.525 

26,938 

32,587 

31.276 

31,276 

12, 107 

12, 107 

82, 165 

82,165 

5,351 

5,351 

12.264 

515 

11,740 

15, 125 

. 

15,125 

30,250 

15,272 

14.978 

571,040 

161, 019 

410,021 

65.075 

11.969 

S3. 106 

65,075 

15,837 

49,218 

6,558 

161 

6,397 

398.517 

56, 102 

342,415 

58,  047 

58,047 

30,250 

1.247 

29,403 

18,804 

118 

18.686 

62,048 

32,216 

29.832 

207.835 

9,690 

193, 145 

4,999.000 

1,268,128 

3,730,872 

1  Domestic  beet  and  mainland  cane  sugar  markellngs  partly  estimated;  all  other  sugar  entered  or  authorized  for  entry. 

>  Direct-consumption  charges  and  balances:  Hawait— -537  and  39,819;  Panama--0  and  3,817;  Philippines— 5,768  and 
,152;  Puerto  Rico— 17,255  and  151,743;  Iraland— 0  and  5,351. 

>  Includes  raw  sugar  for  D.C.;  Puerto  RicQ--41. 

TABLE  10.— QUOTA-EXEMPT  AND  OVER-QUOTA  SUGAR  AUTHORIZED  FOR  ENTRY  AS  OF  MAR.  31,1973  » 

[Short  tens,  raw  value] 


Country 


Re-export 


Feed 


Alcohol 


For  refining 
under  bond 


Total 


licaragua 1,040 

Jnited  Kingdom 

Total 1,040 


3,510  . 


1.040 
3,110 


3,510  . 


4,55^0 


Hn  addition: 

U)  Under  provisions  of  Sec.  212, 84  tons  were  entered  as  liquid  sugar  in  small  containers;  73  tons  as  the  first  10  tpns. 

(b)  Tons  of  sugar  in  Customs  Custody  for  subsequent  entry:  Nicaragua— 3.^5;  ttong  Kong  30;  India— 4;  Ecuador— 2. 


; 
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TABLE  11.-STATUS  OF  1972  QUOTAS  AND  CHARGES  AS  OF  MAR.  31,  1972 
(Short  tons,  raw  valitol 


Quotas  and  • 


Charges  to  quotas  i 


Source  of  supply                               prorations          Set-asids           CvSU-3             Total  t  Balances* 

Domestic  beat  sugar 1 3,500,000 699,000  2,801,OCI 

Mainland  cane  sugar 1,577,567 440.000  1,237,687 

Hawaii 1,218.233 .- 219,^04  99S.83I 

PuertoRico 205,000 8,206  198,704 

Total 6,680,905 1,366,610  5,234.298 

Republic  of  the  Philippines 1,407,970 296/761            296,761  1.111.209 

Argentina 84,111 37,812             37,812  48,29 

Australia 210,483 62.938          .  62,938  147,548 

Bahamas 29,687 61                    61  29.628 

Boliia 7,147 54                    54  7,09$ 

Brazil 606,921 203,552           203,552  403.388 

British  Honduras 37,382               5,000                  174               5,174  32,208 

China,  Republic  of 87,632 3,641               3,641  83,991 

Colombia 74.766 16,648              16,648  58.111 

Costa  Rica 97,672 55,289              55,289  42,383 

Dominican  Republic 703,677 239,781            239,781  463,*98 

Ecuador - 89,609 30,828             30,828  58,781 

El  Salvador 47,274 32,013              32,013  a2fi8 

Fiji  Islands 46,121 1,778               1,778  44,343 

Guatsmala 82.828 67,038             67,038  15,782 

Haiti 34.000               1,397               3,581                4.978  29.107 

Honduras 17,800 14,781              14,781  2,828 

India 84.213 81,277 

Ireland 5,381 4,340               4,340  1,011 

Malagasy  Republic 12,579 12,579 

Maritius 31,027 20.463             20,463  10j564 

Mexico —          628,615 214,593           214,593  407,722 

Nicaragua 70,918 36,496             36,496  34,42 

Panama 46,729 13,401             13,401  33.328 

Paraguay 7,147 7,147 

Peru 484.300 125,349            125,349  308.951 

South  Africa 59,539 59,539  59,539  

Swaziland 31,027 271                  271  30,788 

Thailand 19.288 389                   389  18,889 

Uganda 15,513 15,513 

Venezuela... 67,619 47,439              47,459  20,160 

West  Indies 226,496 37,366              37,366  .189,138 

Total 5.399,095  6,397         1,626,396         1,632,793     "  3,766, 3W 

Grand  total -      12,000,000 2,999,403  9,000,597 

1  Domestic  beat  and  mainland  cane  sugar  marketings  partly  estimared:  all  other  sugar  entered  or  atithortzed  for  entry. 
.'Direct-consumption  charges  and  balances:  Hawaii— 558  and  38,088;  Panama-~Oand  3,817;  Philippines— 2^307  an4 
:57,523;  Puerto  Rico--8.205  and  158,204;  Ireland— 4.840  and  1,011. 

TABLE  12.-QU0TA-EXEMPT  AND  OVER  QUOTA  SUGAR  AUTHORIZED  FOR  ENTRY  AS  OF  MAR.  31, 1972^ 

[Short  ton,  raw  valuel 

For  refining 

Country                                           Reexport                Feed              Alcohol       under  bona  TotM 

Brazil 1.495 1,495 

Dominican  Republic 5,699 5,691 

El  Salvador 1,032 1,032 

South  Africa 1,006  1,006 

United  Kingdom 3,510 3.5W 

Total e^lil               5,005 Tooe  12.742 

I  In  additi6(f: 

a>  Under  pciMbions  of-eec.  212,  82  tons  were  entered  as  I  quid  sugar  in  small  containers:  65  tons  as  the  1st.  10  tons; 

b)  Raw  sugac  W8S  brought  in  f'^r  rt'fjning  and  r  turn  to:  Puerto  Rico— 342  tons; 

c)  Tons  of  sifgrir  in  customs  custody  for  subsequent  entry:  Hong  Kong— 31 ;  El  Salvador--4,051. 
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EXHIBIT  C 

SUGAR  MILLS  AND  REFINERIES  IN  SOUTH  AFRICA 
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Exhibit  D.  Small  Caxk  G&owcnsf  Wjsangiaim 


PUKPOSE    AND    OHIGIX    OF    THE    FUNf* 


The  Small  Canc^  (^ rower's  Plnanciftl  Aid  Fund  (the  '*Fund">  provides  finatv 

fccml  uasisitiince  through  a  trust  fund  for  smaU  cane  powers — parfcleularly  tM 

^more  populous  Black,  Indian  and  Colored  members  of  the  tndiistrj.  " 

The    South    African    S^ugar    Association    ("SASA'^)    estabHshed    rules  af*^* 

reguhitious  to  admiTiister  the  Fund,   and  paid  into   it  B5  million    (equal    t 

apinoximately  $7.5  million)   from  the  19T2-73  aeason*s  p-roceeda.  No  coatrib 

tion  was  made  from  any   Government  source. 


£.    ADMl?JtSTBATI^'E    ORQAWIZATTOW 


I 


A   Small   Cane  Growers*   Financial  Aid   Fund  Committee    (tbe  "main  cone 

mlttee")  is  responsible  for  administering  the  Fund.  Thereunder  are  miU  grou 

committeea,  made  up  of  both  white  and  n  on- white  growers,  eacb  represent  In, 

one  of  sixleen  areas  in  which  cane  is  primarily  produced  by  Black,  Indian  an< 

Colored  growers.  The  local  committees  act  as  agent  for  the  main  committe« 

iHijwever,  to  senre  the  specific  interests  of  each  separate  groap  of  gruwera^  tin 

(Department  of  Agriculture  and  Forestry  of  the  Government  of  KwaZulu,  thi 

►Katal  Indian  Cane  Growers  Association  and  the  Colored  Cane  Growers  Ass<> 

ciation  appoint  their  respective  uomineeB  to  serve  on  subcommittees  in  eacli 

appropriate  area.  Moreover,  each  local  committee  appointa  its  own  ehairman 

and  secretary, 

3.    CHANNELS    OF    COMWITNTCATION    ANIJ    LIAISON  L 

The  Government  has  no  supenriaory  authority  over  the  Fund,  the  local  eoi 
ml  t  tees  or  SASA.  However,  3  AS  A  does  make  periodic  reports  to  appropria) 
Government  Departiueats  on  the  progress  of  the  plan. 

Development  of  the  KwaZulu  homeland  Is  the  responstbility  of  the  Goveni'^ 
ment  of  KwaZulu  through  its  Depariment  of  Agriculture  and  Forestry*  Thert- 
fore,  SASA  ultimately  will  recognise  only  this  Department's  policy  and  fld- 
mlnistration  Meanwhile,  S^ASA  coDtinues  to  maintain  liaison  with  the  J^'atal 
and  Zululand  African  Cane  Growers  Association. 

The  Natal  Indtaa  Cane  Growers  Association  and  the  Colored  Cane  Growers 
Association  also  liave  their  representatlyes  serving  on  aubcommlttees  in  ippn> 
priate  areas, 

NASA's  Exijeriment  Station  Extension  Service^  its  Public  Helations  Division 
and  its  Computer  Department  assist  in  implementing  the  plan^ 

4.    FI^^ANClAL    COST    OF    AUMjft'ISTBATION 

The  total  $7,5  million,  with  interest  accrued  on  Its  investment^  is  avfliUWt 
for  the  plan's  objectives.  To  avoid  invading  the  principal  and  accrued  intt^rfst 
of  the  Fund,  expenditures  iiicurred  in  estahiishing  and  administering  the  P^ai^ 
are  paid  by  J5ASA.  A  budget  of  $54,375  w^aa  established  for  the  1973-74  seasofl 
for  this  purpose, 

j  5.    BASIC     STATISTICAL    DATA 

To  guide  the  local  comralttees  and  the  plan,  statistical  data  shows  the  present 
and  planned  state  of  development  for  each  grow-er  group,  SASA's  Comput*?^ 
Department  will  efitablish  and  maintain  yearly  records  for  eacb  separate  gruv^'^ j 
to  wliom  financial  asi^iistHnce  is  granted. 

«.    LANIi    ALLOCATION    FOE    ADDITIONAL    PRODUCTION 

1  New  development  Is  to  take  place  as  follows : 

L _  -      i^l 

Black  growers  in  black  homelands ^ t%'^'^j 

Indian  growers . , . .-    5,^ 

Colored  growers t^ 

Total  - __-._.„-_^ ^ 25, S^^ 

In  Tiew  of  the  limited  funds  available*  and  the  needs  of  existing  black  ^u^^^ 
whfw^e  registered  tpiota  land  covers  almost  34,000  acres,  12,500  acress  "*~ 

land  will  be  developed  in  the  plan's  first  stage. 
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7.    DISTRTBUTION   BY   SIZE  OF  BEOISTEIBED   QUOTA  LAND 

A  basic  problem  to  the  viability  of  small-scale  Black  growers  is  tlie  size 
of  individual  plots.  For  example,  in  1972,  92.7%  of  a  total  of  4,444  growers 
worked  plots  of  up  to  only  10  acres.  The  development  plan  intends  to  increase 
}       the  size  of  these  plots  to  not  less  than  25  acres. 

'  8.  ELIMINATION  OF  INELIGIBLE  GROWERS  FROM  THE  PLAN 

J  Small  cane  growers  include  any  cane  grower  whose  average  deliveries  to  a 

mill  over  the  previous  two  seasons  have  not  exceeded  1,100  tons  of  cane  and 
who  does  not  normally  have  access  to  credit  offered  through  commercial  banks 
or  other  sources.  This  rule  generally  excludes  whites  from  participation  in 
the  plan. 

9.  SELECTION    OF    AREAS    FOR    NEW    DEVELOPMENT 

Neither  SASA  nor  the  milling  companies  decide  on  the  suitability  of  new 
areas  for  development  in  the  Black  homelands.  SASA  delegates  many  of  its 
local  functions  to  mill  group  local  committees.  The  total  area  authorized  to 
each  homeland  is  to  be  allocated  by  that  homeland's  own  Department  of 
Agriculture. 

10.  ALLOCATION    OF   FUNDS    TO   LOCAL   COMMITTEES 

Assistance  to  growers  may  include  one  or  more  of  the  following: 

(a)  Direct  loans  in  cash; 

(b)  Loans   for  fertilizer,   agricultural   equipment,   tractors,   trailers,   motor 
transport  and  agricultural  contracting  services; 

(c)  Loans  for  erecting  houses,  farm  buildings  and  administrative  buildings; 

(d)  Loans  for  fencing,  construction  of  conservation  works,  installation  of 
irrigation  equipment  and  construction  of  roads  for  removing  cane; 

(e)  Loans  for  acquiring  land;  and 

(f )  Other  loans  considered  desirable  to  achieve  the  plan's  objectives. 

In  the  early  stages  of  the  plan,  financial  assistance  cannot  be  provided  under 
all  the  above  provisions. 

To  guide  the  local  committees,  a  schedule  is  prepared  in  which  funds  are  allo- 
cated on  the  basis  of  a  scale  of  assistance  per  acre,  already  under  cane  or  to 
be  developed  as  new  cane  lands.  These  scales,  and  the  amounts  generated  for 
each  mill  group  local  committee,  provide  a  guideline  for  establishing  a  budget 
from  which  each  local  committee  and  its  respective  subcommittees  control  the 
amount  of  assistance  dispensed,  thereby  ensuring  an  equitable  distribution 
throughout  all  areas. 

At  this  early  stage  in  the  plan,  each  local  committee's  primary  objective  is 
to  improve  methods  and  productivity  of  all  existing  growers  and  to  ensure  use 
of  all  new  development  areas. 

11.    APPLICATION    FOR    FINANCIAL    ASSISTANCE 

Assistance  is  granted  directly  to  each  individual  grower  or  cooperative  of 
growlers.  It  is  not  a  subsidy  to  a  milling  company.  Indeed,  those  milling  com- 
panies which  have  already  established  their  own  plans  to  assist  small  growers 
continue  to  operate  those  plans.  Grower  applications  for  assistance  are  exam- 
ined by  the  local  committee  and  subcommittee  responsible  for  the  particular 
growers  in  that  area.  No  outright  grants  are  given  and  all  assistance  is  in  the 
form  of  loans.  Local  committees  submit  consolidated  applications  for  individual 
growers  to  the  Association.  The  loans  finally  approved  by  the  main  committee 
are  a  transaction  between  the  individual  grower  and  the  main  committee.  The 
local  committee  acts  as  the  agent  for  the  main  committee. 

12.    TERMS    AND    CONDITIONS    OF    LOANS 

Loans  are  repaid  from  sales  proceeds  of  cane  to  a  mill.  Interest  ra|(^$  .5ire  3% 
a  year  for  the  first  four  years  and  5%  a  year  thereafter.  The  increaeied  interest 
rate  provides  an  incentive  to  encourage  earlier  repayment,  thus  i)f«^Viding  a 
revolving  credit  for  further  assistance  within  the  area.  The  maxiin^iBi  period 
for  loan  repayment  is  10  years. 

13.    ESTABLISHMENT    OF    BONA    FIDE    SMALL    GROWERS 

Another  objective  of  the  the  plan  is  to  create  a  stable  rural  agricultural 
community  of  farmers  whose  earnings  are  independent  of  industrialized  or 
urban  areas.  This  may  not  be  achieved  in  the  plan's  initial  stages,  since  many 

33-136 — 74 29 
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would-be  growers  are  presently  employed  in  urban  centers  and  have  left  their 
families  at  home  to  grow  their  crops.  Nevertheless,  the  development  plan  should 
gradually  attract  these  men  back  to  the  land  and  provide  them  with  an  ade- 
quate living.  The  Department  of  Bantu  Administration  and  Development  wants 
farming  units  large  enough  to  provide  employment  for  two  additional  laborers 
per  land  unit.  Since  interest  in  farming  has  surged  in  the  last  two  years,  this 
objective  may  well  be  attained  because  of  the  development  plan. 

14.    TECHNICAL   AID    AND   TRAINING 

A  basic  reason  for  low  productivity  among  growers  is  the  lack  of  education 
and  training  in  the  elementary  operations  of  farming  and  cane  cultivation.  To 
overcome  this,  the  following  measures  have  been  initiated: 

(1)  The  KwaZulu  Government  is  to  increase  the  staff  of  the  Department  of 
Agriculture  assigned  to  cane  growing  areas  by  18  to  40  trained  extension  ofil- 
cers  after  completing  their  courses  in  the  Cwaka  Agricultural  College ; 

(2)  S ASA'S  Experiment  Station  provides  the  services  of  its  extension  officers 
to  Black  and  Indian  growers; 

(3)  Three  agricultural  training  centers  are  being  established  in  the  home- 
lands at  a  total  cost  estimated  at  $375,000  from  the  Fund.  Bach  center  accom- 
modates 32  farmers  who  are  given  short  courses  in  sugarcane  gro¥^ing  tech- 
niques. These  centers  will  eventually  be  handed  over  to  the  KwaZulu  Govern- 
ment, which  thereafter  will  be  responsible  for  their  maintenance  and  running 
costs.  The  courses  are  given  by  the  staff  of  the  KwaZulu  Department  of  Agri- 
culture and  Forestry,  assisted,  if  necessary,  by  members  of  the  staff  of  the 
Experiment  Station.  The  courses  consist  of  instruction  in: 

(a)  Land  preparation  and  planting; 

(b)  The  use  of  good  seed  cane  from  the  best  varieties; 

(c)  Soil  sampling  so  that  correct  fertilizer  is  applied; 

(d)  Keeping  lands  clean  by  weeding  and  the  use  of  herbicides; 

(e)  Disease  recognition  and  methods  of  control; 

(f)  Correct  management  of  ratoon  crops; 

(g)  Tractor  servicing  and  maintenance;  and 

(h)  Keeping  farm  records  of  costs,  yields  and  cash  returns. 

(4)  In  view  of  the  wide  diversification  of  areas  occupied  by  Indian  growers 
and  the  long  distances  involved  in  travelling  to  a  central  training  school,  it 
has  been  proposed  that  a  mobile  school  be  established  which  will  travel  between 
various  communities,  including  the  Colored  growers,  and  give  on-site  lectures, 
slide  shows  and  practical  instruction.  The  vehicle  will  be  equipped  with  chairs, 
tables,  blackboards,  film  and  slide  equipment  and  thus  enable  instruction  to  be 
given  in  the  most  suitable  localities. 

EXHIBIT  E 
WAGES 

Increase 
1971  1974  (percent 

1.  Field  workers*:  _  ^,  _^  „ 

Average  daily  wage  (excluding  fringe  benefits) $1.67  $2.64  » 

Average  daily  remuneration  (including  fringe  benefits) 3.00  4. 75  w 

2.  Factory  workers: 

Skilled  categories*: 

Artisan 233.80  327.12  37.J 

Chemist 214.20  37L.93  73.6 

Pan  boiler 197.25  297.25  50.7 

Unskilled  categories):  _  _.  ^  ,„. 

Semiskilled  laborer 70.00  104.56  49} 

Unskilled  laborer 51.80  73.19  413 

Skilled  categories':  _,    ^  ,_  ^  „, 

Artisan 364.00  449.60  23  5 

Chemist 301.00  470.51  56.3 

Pan  boiler 2W.00  416.74  56.7 

Unskilled  categories':  , 

Semi  skilled  laborer 82.60  162.81  97.1 

UnskMled  laborer 61.60  91.11  ♦7.> 

>  Average  workday  5  to  6  hours,  6  days  per  week,  9-10  months  of  the  year. 

>  Minimum  per  month. 
'Actual  per  month. 

Note:  The  figures  for  factory  workers  do  not  include  fringe  benefits  which  amount  on  the  average  to  one-third  of  th» 
actual  wages  shown. 
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Exhibit  F 


FBINOE  BENEFITS 


aent   Indian   and   Black  employees  are  issued   with   monthly   ratioii 
Ltaining — 


Indians 

Pounds 

ialie  meal 55.  0 


ee- 


igar. 

IS 

>ur 

alt- 
oil— 


27.5 
22.0 
11.0 
11.0 
11.0 
4.5 
\5 
^2.2 


Black 

PoundB 

Sifted  mealie  meal 55. 0 

Samp 22. 0 

Mixed   beans 22.  0 

12  tins  fish 

Brown  sugar 11.  0 

Bread  flour 11.0 

Coarse  salt 4.  5 

Cooking   oil .  ^ .  5 

Paraffin *  2.  2 


ory  labor  is  given  balanced  meals  plus  unlimited  Mahewu  (type  of  beer 

mmeal). 

uent  employees  receive  the  following  benefits  absolutely  free : 

3ing; 

leal  attention  for  themselves  and  their  dependents ; 

ion  fund  benefits ; 

oling ; 

ective  clothing ;  and 

ts  facilities. 


EXHIBIT  G 

SOME  DESTINATIONS  OF  SOUTH  AFRICAN  SUGAR  EXPORTS 

DURING  1972  CALENDAR  YEAR  (EXPRESSED  IN  SHORT  TONS) 
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EXHIBIT  H 

?         3         5 


LOCAL  VOiRKET  SALES 

5      s      ?       £      a 
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Mr.  ZwACH.  We  appreciate  that  very  much.  Thank  you,  Mr.  Ma- 

»ney.  If  you  will  await  completion  of  the  testimony,  we  will  call 

lU  back. 

Mr.  Mahoney.  Thank  you. 

Mr.  ZwACH.  I  will  now  call  on  Mr.  William  K.  Joyce,  Jr.,  repre- 

nting  the  Argentine  Sugar  Industry. 

Mr.  Joyce,  welcome  to  the  committee. 

CATEMENT  OF  WILLIAM  R.  JOYCE,  JR.,  REPRESENTING  THE  AR- 
GENTINE SUGAR  INDUSTRY 

• 

Mr.  Joyce.  Thank  you.  Good  morning,  Mr.  Chairman. 

Mr.  Chairman,  members  of  the  committee,  my  name  is  William 

)yce.  I  appreciate  the  opportunity  to  appear  before  this  committee 

1  behalf  of  the  Argentine  sugar  industry.  I  have  filed  my  registra- 

on  statement  with  the  Department  of  Justice. 

Argentina  has  experienced  a  negative  balance  of  trade  with  the 

Qited  States  through  the  past  decade — see  appendix  1 — and  is  at- 

Tipting  to  remedy  this  chronic  situation  by  an  increase  in  its  ex- 

rts  of  agricultural,  industrial,  and  manufactured  products.  The 

:est  figures  available,  January-October  1973,  indicate  a  negative 

lance  of  trade  of  over  $155  million  for  Argentina.  Sugar  is  one 

the  more  important  exports  to  the  United  States,  representing 
out  5  percent  of  total  exports  during  recent  years  and  an  area 
lereby  Argentina  can  help  overcome  this  trade  deficit — see  ap- 
ndix  2. 

Sugar  quotas  were  first  established  for  Argentina  in  1962,  but  in- 
eases  in  quotas  have  apparently  been  based  on  factors  other  than 
•eduction  or  production  capabilities.  As  shown  by  the  chart  in  ap- 
mdix  3,  although  Argentina  is  the  7th  largest  producer  of  sugar 

free  foreign  countries  and  the  third  largest  producer  in  Latin 
merica,  she  is  in  eighth  place  among  the  quotas  worldwide  and 
xth  place  for  Latin  America. 

Congressional  acts  regulating  sugar  commerce  have  set  forth  spe- 
fic  criteria  to  be  applied  to  recipients  of  U.S.  sugar  quotas.  Argen- 
na  has  in  great  degree  met  the  terms  of  these  criteria,  and  is  more 
Ivanced,  particularly  in  social  welfare,  than  many  of  those  countries 
ith  higher  quotas. 

Argentina  restricts  her  sugar  production,  so  as  to  add  to  the  sugar 
irplus,  which  in  recent  years  has  caused  "dumping"  on  the  world 
arket  and  export  sales  below  production  costs.  Argentina  is  capable 

expanded  production,  but  this  expansion  is  tied  to  the  demand 

the  international  market. 

Argentina  is  a  steadfast  proponent  of  self-help,  firmly  believing 
at  equitable  trade  will  help  her  to  help  herself,  and  thus  reduce 
e  necessity  for  external  assistance.  Her  economic  problems  cannot 

solved  by  excessive  grants  of  credits,  which  postpone  the  real 
oblem  and  create  uncertainty  about  the  future.  Only  trade  in  the 
ue  classical  sense  encourages  healthy  economic  growth,  when  it  is 
lengthened  by  reciprocal  cooperation. 
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7n  receiit  years  Argentina's  overall  trade  balance  has  been  fa^or- 
-able.  Dnring  1972  and  1973  total  imports  amounted  to  over  $1,905 
nijlljon  and  $2,115  million  respectively^  while  exports  were  $1,941 
million  and  $2,985  million  respectively,  resulting  in  a  trade  snrpks 
■of  $35,500,000  and  $869,200,000.  During  this  same  period,  UvS.  im- 
sports  to  Argentina  were  $401  million  and  $367  million  for  the  period 
January-October  1973,  or  approximately  24  percent  of  total  imports* 
Exports  to  the  United  States  were  $20f  million  and  $211,700,000  for 
the  period  January-October  1973,  or  approximately  9  percent  of  total 
exports.  The  deficits  from  trade  with  the  United  States  were  $2CN} 
million  in  1972  and  over  $155  million  in  1973— January-October— 
or  a  total  of  $355,300,000  in  these  2  years, 

Argentina  believes  in  the  concept  of  multilateral  trade  and  is 
firmly  convinced  that  this  system  best  meets  her  needs.  However,  it 
is  becoming  more  and  more  difficult  to  apply  this  principle  since 
countries  with  an  ad\^erse  trade  balance  with  Argentina  are  increas- 
ingly demanding  that  this  be  corrected. 

Wliile  Argentina  is  not  overly  concerned  with  her  adverse  trade 
bahince  with  the  United  States,  she  wisiics  to  receive  the  opportunity 
to  develop  her  competitive  possibilities  in  the  immense  U-S.  markets. 
Argentina  does  not  seek  special  concessions  in  trade  with  the  United 
States,  but  she  wishes  to  expand  existing  markets  and  develop  nm 
markets  without  restriction.  Referring  specifically  to  the  areas  of 
primary  concern  of  the  Agriculture  CommitteG  as  outlined  in  the 
committee  notice  of  February  4,  1974,  I  answer  them  as  follows: 

1*  The  permanent  and  chronic  deficit  which  Argentina  htts  hnd 
in  its  trade  with  the  Unit-ed  States  that  has  increased  in  the  last  5 
years  t^o  the  extraordinary  amount  of  over  $1  bill  ion,  forces  Argen- 
tina to  increase  its  exports  to  the  U.S.  market,  not  only  of  traditional 
products,  but  also  new  products.  Therefore,  the  export  of  sugar  lo 
the  United  States  should  as  a  minimum  measure  to  correct  this  im- 
balance be  maintained  at  the  present  level. 

S.  As  can  be  seen  from  the  figures  for  197^7S,  Argentina  strictly 
complied  with  its  quotas.  In  1972  and  1973  the  final  adjusted  sugar 
quotas  for  Argentina  amounted  to  87,800  tons  and  85,500  tons  re- 
spectively. In  1972  the  Argentine  quota  was  completely  filled.  Ac- 
cording to  the  latest  information  available  as  to  197^^,  the  United 
States  imports  of  Argentina  sugar  totaled  84,800  short  tons  and 
there  still  remains  a  small  balance  to  be  adjusted.  Actual  sugar  re- 
serves in  Argentina,  together  with  the  extroardinary  1974  crop,  are 
estimated  in  the  order  of  1,555,000  tons.  This  assure-s  the  fulfilhnent 
of  the  1974  quota. 

3.  and  4.  Argentine  dependability  and  capability  for  supplying  tl^* 
United  States  during  critical  periods  has  already  been  demonstrate<i" 
Argentina  was  allotted  a  10,000  ton  quota  in  i9f>2  under  the  basi*^ 
quota  system  with  no  increase  under  the  global  and  deficit  proratio^i^- 
When  the  United  States  needed  su^ar  in  1963  to  meet  its  requir^' 
ments  and  there  was  a  high  world  price,  Argentina  accepted  an  ad<l  ^ 
tional  allotment  of  more  than  10  times  her  quota  of  20,000  tons,  whic:^^ 
was  209,000  tons  and  actually  delivered  228,000  tons.  This  was  at  ' 
time  when  other  countries  could  not  or  would  not  accept  increas^^^ 
quotas  because  of  production  difficulties  or  price  differentials  on  t9^ 
world  market. 

The  development  of  this  industry  will  depend  on  the  expansi 
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of  international  demand,  but  this  assumes  that  the  country  has  the 
production  capabilities  that  will  permit  future  expansion — which 
Argentina  has. 

5.  No  agreements  exist  with  third  countries.  Export  contracts  have 
been  drawn  up  between  Argentina  sugar  refineries  and  foreign  buy- 
ers according  to  export  quotas  assigned  to  each  refinery.  This  will  not 
affect  the  fulfillment  of  the  quota  assigned  to  Argentina  by  the 
United  States. 

6.  The  U.S.  Government  itself  believes  it  advisable  to  institute 
regulatory  measure  for  qualification  under  its  domestic  sugar  pro- 
gram, and  the  Argentine  Government  likewise  has  found  it  necessary 
to  set  standards  for  its  sugar  industry.  The  Argentine  Government 
has:  a.  Created  a  tax  to  compensate  producers  for  loss  of  exports; 
b.  limited  production  through  a  quota  system  for  every  producer;  c. 
compensated  the  very  small  sugar  producers  who  were  obliged  by 
law  to  discontinue  production,  with  a  lower  compensation  to  those 
who  voluntarily  discontinued  production ;  d.  modified  the  system  of 
payment. to  the  sugar  producer,  establishing  a  minimum  fixed  price 
calculated  on  theoretical  yield  instead  of  participation  in  the  final 
price  based  on  the  effective  sugar  jield ;  e.  fixed  sales  quotas  in  the 
domestic  market  for  sugar  refineries,  based  on  production  plus  ex- 
isting supply ;  f .  prohibited  child  labor ;  g.  enacted  a  minimum  wage 
law ;  and  h.  provided  for  additional  benefits  to  sugar  production  per- 
sonnel and  their  families. 

The  area  of  control  of  Argentina  and  the  United  States  demon- 
strate the  similarity  of  their  positions  on  regulatory  measures  for 
the  industry.  Argentina  has  the  most  advanced  social  benefit  system 
in  the  Latin  American  sugar  industry.  Wages  for  all  sugar  workers 
are  the  highest  of  the  agricultural  sector  while  the  benefits  estab- 
lished by  the  government  and  the  sugar  industry  provide  the  widest 
range  of  assistance.  While  benefits  are  necessarily  limited  by  profits, 
there  is  historical  evidence  that  the  industry  recognizes  and  is  willing 
to  fulfill  its  responsobility  to  the  worker. 

The  wage  scale  of  the  Argentine  worker  is  much  higher  than  the 
scale  of  any  other  Latin  American  country  while  the  social  benefits 
compare  with  those  of  the  great  powers.  By  Federal  law,  Argentine 
workers  receive  the  following  benefits: 

"Aquinaldo",  consisting  of  one  extra  month's  salary  per  year  as 
a  bonus ; 

Paid  vacations; 

Continued  wages  in  case  of  illness; 

I^etirement  at  60  years  of  age  with  a  pension  of  70  percent  of  the 
a\'erage  of  the  3  highest  years  of  income,  in  currency  with  a  constant 
v^alue; 

Pamily  subsidies  for  wife  and  each  child  with  additional  amounts 
for  children  in  school ; 

The  sugar  industry  has  voluntarily  added  the  following  benefits: 

One  liter  of  milk  per  day  per  child; 

65  to  100  percent  of  the  cost  of  medicines ; 

Tree  medical  assistance ; 

Tree  hospitals,  hospitals  maintained  by  the  refineries ; 

Tree  medical  prescriptions ; 
,   ^  Hound  trip  passage  and  food  subsidy  for  harvesters  and  their  fam- 
ilies moving  to  the  area ; 
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Fr^^  schools,  constructed  and  maintained  by  the  refineries; 

Recreation  areas,  including  swimniing  pools  and  football  fields. 

The  sugar  industry  is  one  of  the  more  important  Industries  in  the 
economy,  particularly  in  the  northern  and  littoral  zones  where  you 
find  peiTTianent  centers  of  workers  which  generate  other  e4}onomic 
activity.  There  are  20,0()0  independent  producers  who  are  developing 
some  575,000  aore^  to  produce  the  raw  material  for  the  refineries, 
and  the  refineries  themselves  utilize  250.000  acres*  The  sugar  industiy 
employs  moi'e  than  20^},000  workers  wMch  includes  technical  and 
specialized  persomiel  and  laborei^. 

7.  Argentina  and  the  United  States  have  maintained  a  hamionious 
friendship  and  Argentina  has  had  good  relations  with  the  IJ,S.  citi- 
zens and  industry  operating  in  the  country*  She  is  well  aware  of  the 
benefits  to  be  derived  from  a  good  relationship  with  the  United 
States, 

ArgentLna  has  enacted  special  legislation  to  encourage  foreign  cap- 
ital investment  and  the  use  of  modern  technolog;)"  in  the  productivt^ 
process.  Argentine  legislation  is  proof  of  the  country's  desire  to 
accelerate  new  investment  and  to  provide  the  legal  framework  within 
which  there  can  be  foreign  and  domestic  investment  without  restric- 
tion. 

The  new  Argentine  investment  legislatioji  is  based  on  the  prin- 
ciples of  the  country *s  juridical  stiucture :  private  property,  freedom 
of  trade  and  industry  and  the  equality  of  rights  of  nationals  and 
foi^eigners.  These  principles  are  set  forth  in  the  Constitution*  upheld 
by  the  decisions  of  the  courts  and  honored  l)y  the  administration. 

The  legislation  not  only  promotes  new  industrial  activity  by  at- 
tempts to  expand  and  perfect  existing  industries  and  to  promote 
geographical  decentralization.  It  jointly  regulates  domestic  and  for- 
eign investments  and  is  applicable  not  only  for  foreign  cash  invest- 
ment but  also  for  capital  goods  or  techiiology. 

For  all  the  reasons  mentioned  above,  it  is  evident  that  these  coh- 
etitutioual  principles  continues  to  be  the  standard  in  Argentina* 

In  recent  years  Argentina  and  the  United  States  have  worked  to- 
gether toward  the  solution  of  many  bilateral,  hemispheric  and  worlA^' 
wide  problems  and  the  Conference  of  the  Committee  on  pisaravsT^-" 
ment*  There  has  been  a  productive  reeiprocal  relationship  in  at:^^ 
mospheric  and  weather  research,  Antarctic  investigation  and  mediej^*- 
research. 

8.  Sales  to  the  world  market  during  the  last  3  v^ars  were:  1971—-^ 
121,138  tons;  1972— 167,1M  tons  and  1973-^61,781  tons.  ^ 

9.  Domestic  consumption  in  the  last  3  vears  was:  1971 — ^922,74^^ 
tons;  1972—929,679  tons  and  1973—881,089  tons.  ^ 

Mr.  Chairman  and  members  of  t!ie  committee,  I  have  been  re — 
quested  by  the  members  of  the  Argentine  sugar  industry  to  e^pres^^ 
on  their  behalf  their  appreciation  for  this  opportunity  to  present  t<^^ 
you  the  Argentine  sugar  case.  They  realize  that  the  granting  o^' 
miport  sugar  quotas  is  not  a  privilege  or  a  right  that  they  have  ii^^ 
a  friendly  nation,  but  an  advantage  that  the  U.S.  Government  offers  -^ 
and  that  in  itself  reflects  the  philosophy  of  the  American  Natior^ 
and  their  desire  to  benefit  a  foreign  economy  by  permitting  it  tc^ 
participate  in  a  privileged  market.  They  are  grateful  for  this  oppor-^ 
tunity  and  they  appreciate  it.  Therefore,  based  on  these  principle^rs' 
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the  Argentine  sugar  industry  requests  from  you  that  an  opportunity 
be  given  to  Argentina  to  continue  its  participation  in  the  U.S.  sugar 
program  by  retaining  its  present  quota. 

May  I  conclude  my  statement,  Mr.  Chairman,  by  thanking  you 
and  the  members  of  the  committee  for  the  opportunity  to  state  the 
Argentine  sugar  case. 

[The  above  referred  to  attachments  follow :] 

APPENDIX  1 

ARGENTINE-UNITED  STATES  TRADE 

[Millions  of  dollars] 


Periods 


Exports 


Imports 


Balance 


Years: 
1963,.. 
1964... 
1965... 
1966... 
1967... 
1968... 
1969... 
1970... 
1971... 
1972... 
19731.. 


163.0 

188 

-25.0 

111.0 

262 

-151.0 

122.0 

266 

-144.0 

149.0 

239 

-90.0 

140.0 

227 

-87.0 

207.0 

281 

-74.0 

156.0 

378 

-222.0 

172.0 

440 

-268.0 

176.0 

389 

-213.0 

201.0 

401 

-200.0 

211.7 

367 

-155.3 

» January-October. 

Source:  Bureau  of  the  Census,  Washington,  D.C. 

APPENDIX  2 

VALUE  OF  SUGAR  EXPORTS  AS  PERCENTAGE  OF  TOTAL  ARGENTINE  EXPORTS 

[In  millions  of  U.S.  dollars] 


1969 

1970 

1971 

1972 

19731 

Total... 

155  6 

171.8 
10.5 
6.1 

175.9 
9.9 
5.6 

201.4 
9.8 
4  9 

174  1 

Sugar..;:: 

7  6 

(0 

Percent.        

4  8 

. 

'Not  available. 

Source:  Bureau  of  the  Census,  Washington,  D.C. 


APPENDIX  3 

MAJOR  QUOTA  SUGAR  PRODUCING  COUNTRIES  1973-74 

[In  thousands  of  short  tons] 


Production  i 


Rank 


Quota  and 
prorations  >      Rank 


Brazil. 

•ndia    

iustralia:; 

&/C0 :::::::: 

?"th  Africa 

Jjoniinican  Republic. 
Peru'"'''^^ 

joiornbiav;;.::::::: 


7,970 

5,512 

3.230 

3,172 

2,590 

1,984 

1,830 

1,400 

1,068 

1,014 

970 

937 

287 


655.6 

4 

83.7 

10 

209.0 

6 

672.2 

3 

1,526.4 

1 

59.1 

12 

90.9 

8 

760.1 

2 

53.2 

13 

10 

433.0 

5 

11 

80.8 

11 

12 

87.0 

9 

17 

96.8 

7 

World  Agricultural  Production  and  Trade,  November  1973,  USDA  p.  8. 
^ntinental  Sugar  Requirements  and  Area  Quotas,  ASCS,  USOA,  No.  8, 1973. 
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FINAL  BASIC  SUGAR  QUOTA 
fin  thousands  of  short  tons] 


Argentina 


Brazil 


Dominican 
Republic 


Mexico 


1963.. 
1964.. 
1965.. 
1966.. 
1967.. 
1968.. 
1969.. 
1970.. 
1971.. 
1972.. 
1973.. 
1974.. 


229.7 

477.5 

533.8 

227.3 

414.2 

20.0 

182.4 

322.1 

192.1 

192.1 

68.7 

238.4 

415.4 

420.5 

259.3 

52.8 

429.0 

429.0 

438.7 

342.2 

55.3 

449.2 

449.2 

459.3 

358.3 

58.1 

472.1 

472.1 

482.7 

376.6 

56.4 

458.1 

458.1 

468.4 

365.4 

63.4 

515.4 

515.4 

527.0 

411.1 

61.7 

501.9 

501.9 

513.1 

400.3 

67.2 

485.1 

562.5 

497.4 

347.1 

66.0 

476.2 

552.1 

488.2 

340.7 

73.1 

527.6 

611.8 

541.0 

341.5 

Source:  Sugar  Reports,  U.S.D.A. 


FINAL  ADJUSTED  SUGAR  QUOTA 
[In  thousands  of  short  tons] 


Argentina 


Brazil 


Dominican 
Republic 


Mexico 


Peru 


1963 229.7  177.4  605.1  387.0  414.2 

1964 20.0  182.3  402.8  479.4  234.4 

1965 68.7  269.2  469.2  475.0  292.9 

1966 58.8  478.1  602.9  488.9  38L4 

1967 63.1  512.6  618.1  524.2  4M19 

1968 76.3  619.8  707.0  633.8  494.4 

1969 78.8  640.6  693.0  655.0  300.0 

1970 78.5  638.2  678.2  652.6  456.0 

1971 74.4  604.7  656.0  618.3  4«2.3 

1972 87.9  635.5  736.8  651.6  449.7 

1973 85.5  658.6  741.2  636.8  426.2 

Source:  Sugar  Reports,  U.S.D.A. 

Mr.  ZwACH.  Thank  you  very  much,  Mr.  Joyce. 

Now,  if  you  would  remain  seated,  we  will  ask  the  other  gentlemen 
who  testified  to  take  the  witness  table  with  you. 

Mr.  Chairman,  I  would  like  to  yield  to  you.  You  always  yield.  I 
would  like  to  yield  to  you  first. 

The  Chairman.  Mr.  Chairman,  I  would  just  like  at  least  to  throw 
out  one  or  two  ideas  and  one  or  two  problems  that  I  think  we  should 
consider. 

I  would  like  for  Mr.  Waters,  who  represents  the  Government  o:f 
Bolivia,  to  at  least  be  aware  of  the  fact  that,  in  my  understandings - 
tomorrow  we  will  hear  testimony  at  least  contending  that  the  presea*^ 
Bolivian  Government  has  not  settled  some  of  the  outstanding  claini-^ 
of  American  citizens.  I  have  particular  reference  to  this  Applegat^^ 
Youngquist  claim  which  was  submitted  to  this  committee  3  yeaiT^ 
ago.  We  had  hoped  that  the  matter  would  be  worked  out.  I  notice<^ 
that  your  testimony  indicated  that  you  were  under  the  impressio:^ 
that  all  claims  had  been  settled. 

This  is  not  one  of  these  major  claims.  I  think  you  are  aware  wh^^'* 
it  is.  It  involves  land  that  was  granted  to  these  people  and  the:^ 
taken  away  from  them.  I  think  it  would  be  well  if  the  Bolivian  GoV^^ 
ernment  wanted  to  make  some  comments  on  that  claim.  I  do  nc^* 
attempt  to  pass  upon  the  merits  of  the  claim  at  all,  but  I  have  unde^' 
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tood  that  the  Bolivian  Government  had  talked,  at  least,  of  making: 
ome  kind  of  compromise  granting  other  lands  in  lieu  of  this  landy 
nd  that  the  claimants,  of  course,  point  out  that  they  are  now  old 
aen  and  this  thing  has  gone  on  for  20  years  and  obviously,  they 
annot  go  in  there  and  conduct  the  kind  of  development  that  they 
lad  originally  hoped  to,  no  matter  how  good  the  land  might  be  that 
iras  granted  to  them. 
I  wonder  if  you  want  to  make  any  comment  on  that. 
Mr.  Waters.  Thank  you,  Mr.  Chairman.  I  appreciate  an  oppor- 
unity  to  comment  further  on  that  and  to  indicate  to  the  committee 
hat  I  did  not  intend  to  overlook  this  one.  It  was  handled  in  the 
ontext  of  negotiations  that  are  progressing,  but  it  did  state  that  it 
v^as  unsettled. 

I  certainly,  Mr.  Chairman,  share  the  committee's  concern  about 
iny  unsettled  U.S.  claims  overseas  and  I  have  endeavored  in  taking 
m  this  assignment  for  the  Bolivian  Government  to  cooperate  with 
:he  American  counsel  for  the  claimants  in  expediting  settlement. 
The  Bolivian  Embassy  here,  confirmed  by  the  U.S.  Embassy  in 
Bolivia,  says  it  is  the  desire  and  intent  of  the  Goverimient  of  Bolivia 
to  do  so. 

While  the  claim  is  an  old  one  developing  under  other  governments 
which  is  complicating  the  settlement,  the  representative  of  the  pres- 
ent government,  in  working  out  and  settling  other  claims  developed 
by  the  previous  government,  is,  I  believe,  acting  in  good  faith  and 
will  work  out  a  settlement. 

The  claim  is  a  complex  one.  It  involves  compensation  for  land 
utilized  by  a  colony  of  Okinawan  settlers  that  the  government  of 
the  United  States  itself  wanted  to  move  from  Okinawa  in  the  1960's 
when  it  was  expanding  military  bases  on  the  Island  of  Okinawa. 
The  United  States  requested  the  cooperation  of  Bolivia  in  resettling 
some  3,200  immigrants  from  Okinawa,  which  Bolivia  responded  to 
>y  assigning  them  to  a  new  colony  east  of  Montero  in  the  department 
>f  Vera  Cruz.  While  this  is  certainly  not  any  justification  for  non- 
ompensation,  I  do  want  to  make  clear  that  in  the  shifting  of  title 
ixder  the  land  reform  program,  the  foreign  landowner  wafe  treated 
i^o  differently  than  the  large  landowners  in  Bolivia.  It  was  a  matter 
f  breaking  up  the  old  feudal  land  pattern  and  having  individual 
'vvnership  on  a  large  scale  in 'the  country.  This  program  for  the 
^linawans  was  set  up.  Provision  was  made  in  the  original  land  re- 
orrn  plan  for  compensation.  The  changes  in  several  governments 
ixice  then  and  the  abolition  of  some  ministries  that  were  responsible 
i-^ve  handicapped  settlement. 

Compensation  for  this  land  has  been  made  difficult  by  the  loss  of 
t^e  earliest  records  of  the  expropriation  process.  There  were  some 
-Vianges  in  the  government  and  the  nature  of  the  original  ministry 
i^^sponsible.  They  are  now  trying  to  reconstruct  this  entire  trans- 
duction. 

When  the  present  government  came  to  power  two  and  a  half  years 
^-go,  it  recognized  the  claim  instituted  by  Applegate  and  Youngquist 
^11 1972  and  it  responded  in  February  1973  with  an  offer  of  settle- 
ment based  on  adequate  compensation  in  other  lands.  The  counsel 
for  the  claimants  did  reply  making  the  case,  as  the  chairman  has 
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^correctly  reported,  that  the  original  owner  of  the  land,  because  of 
the  jRars  that  have  passed  by,  felt  he  was  too  old  to  go  back  into 
land  development.  They  countered  with  a  request  for  a  monetary  set-j 
tleniont  of  $400,000.  The^e  negotiations  are  continuing,  I  think  iim 
good  faith*  " 

The  last  proposal  from  the  attorneys  for  the  U-S.  owners  to  the 
Bolivian  Government  was  in  January  of  this  yean  This  is  so  muct 
in  the  process  right  now  that  it  is  difficult  to  say  exactly  where  i1 
stands,  but  I  do  have,  just  received  yesterday,  the  reply  of  the  Bo 
livian  Government  with  their  etirnmt  offer.  It  was  dat^d  March  ^ 
I  have  that  reply  in  Spanish.  I  received  it  last  night  and  have  not 
had  a  chance  to  have  ifc  translated  yet,  Mr.  Chairman^  but  they  are 
still  in  the  process  of  wanting  to  continue  negotiations  with  these 
attorneys,  and  reaffirm  their  obligation  and  commitment  to  effect  thia^ 
settlement.  M 

I  must  say  that  I  think  the  effort  of  the  present  government  on 
this  has  been  far  superior  to  the  earlier  efforts  to  get  this  thing 
brought  to  an  end.  £  am  sure  that  the  good  faith  evident  of  the 
Bolivian  Government  with,  I  undei-stKud,  the  concern  of  the  repre^ 
sentatives  wanting  to  get  this  over  with  once  and  for  all  seems  to 
be  a  meeting  of  the  minds  on  both  sides  to  work  out  a  reasonable 
settlement.  I  thuik  it  wiJl  be  settled,  Mr.  Chairman. 

I  do  know  that  negotiations  are  right  at  the  stage  right  now  of 
moving  forward  on  this  with  the  last  letter  from  the  Ministry  rft- 
sponsible  in  Bolivia  mailed  from  there  on  March  %  ,, 

Thank  you,  sir.  j 

The  Chairman,  Would  you  have  any  suggestion  for  this  commit- 
tee from  the  standpoint  of  ]>ow  we  should  proceed?  This  is  not  tlifl 
only  case  in  the  world  that  conies  before  us,  and  we  come  up  here  and    I 
say  that  we  do  not  want  to  give  quotas  where  our  people  are  not    ^ 
properly  treated  in  nations,  and  I  believe  in  that  philosophy.  But     j 
now  we  come  along  and  we  reach  situations  of  this  kind  where,  as 
far  as  I  can  see,  you  have  imdoubtedly  tried  to  work  something  out 
Is  there  any  solution  that  any  of  the  witnesses  might  care  to  make 
as  to  how  we  handle  this  sort  of  thing? 

Of  course.,  I  know  some  have  said,  we  can  sweep  it  all  under  the 
rug,  but  we  are  not  going  to  do  that  sort  of  thing.  Now,  how  do  we 

fret  the  cooperation  from  some  of  thesis  nations  that  we  feel  we  should 
lave  befoiB  we  go  to  extexiding  to  them  special  privileges  of  th© 
LLS.  market? 

I  am  not  trying  to  say  what  the  settlement  should  be,  be4?ause 
do  not  know  what  the  sc^ttlement  should  be  in  this  case,  but  I  kno 
there  should  be  a  disposition  on  it, 

Mr.  Waters.  I  would  agree,  Mn  Chairmaiij  and  I  think  it  is  som 
times  rather  tmfair  t«  a  smaller  claimant  of  this  kind,  but  it  is  u:*^' 
derstandable  between  governments  tliat  when  a  new  govemme*'*^ 
takes  over,  their  attention  is  called  by  our  government  first  to  larg^^^ 
and  ma}or  claims,  such  as  the  first  question  in  the  United  Stated 
mind  was  whether  the  new  government  was  going  to  live  up  to  tl^^ 
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971  compensation  agreement  on  the  Gulf  Oil  agreement  which  was 
aade  by  a  previous  government.  These  did  take  priority  in  negotia- 
ions  between  governments,  and  the  Bolivian  Government — promptly 
nade  good,  in  good  faith,  in  these  other  larger  settlements.  Somehow, 
IS  usually  happens,  the  smaller  one  does  get  at  the  tail  end  of  the 
jalendar  when  it  comes  to  governmental  action. 

However,  I  know  of  no  recent  lack  of  response  outside  of  the 
aormal,  usual  governmental  delay.  Governments  cannot  always  an- 
swer letters  and  reply  to  legal  presentations  within  a  month.  I  think 
3ven  our  government  would  often  require  more  time  for  response  to 
an  inquiry.  The  latest  proposal  from  the  counsel  of  the  U.S.  claim- 
ants to  the  Bolivian  Government  was  on  January  12  of  this  year 
and  the  response  of  the  Bolivian  Government  was  dated  March  2. 
I  think  they  are  asking  for  further  meetings  with  the  counsel  to 
move  forward  on  this  subject. 

The  Chairman.  Mv,  Waters,  I  do  not  want  to  be  in  the  position 
of  trying  to  pass  judgment  on  this  case.  I  do  not  know  the  merits  of 
this  case,  nor  of  the  rest  of  these  cases.  But  I  do  know  that  it  is  going 
to  be  several  months  before  we  have  the  Sugar  Act  ready  to  go  to 
press  and  I  do  know  that  things  can  be  changed  in  the  Sugar  Act 
during  that  time.  I  think  that  it  would  be  worth  your  time  to  suggest 
to  your  Government  that  it  would  be  well  to  try  to  work  this  thing 
out  or  get  it  into  some  judicial  channels  where  we  would  know  that 
the  matter  was  going  to  be  handled.  I  am  not  trying  to  hold  a  knife 
to  the  Bolivian  Government's  throat  and  say  they  have  to  pay  any 
certain  amount.  Maybe  they  ought  not  to  pay  anything.  But  they 
ought  at  least  to  be  in  a  position  to  make  a  judgment  on  this  thing 
and  to  make  it  without  too  much  delay. 

Mr.  Waters.  I  certainly  agree,  Mr.  Chairman,  and  I  want  to  as- 
sure you  that  a  good  faith  endeavor  was  made  to  have  it  done  before 
appearing  before  this  committee.  I  also  want  to  make  it  clear  that 
before  the  completed  process  of  this  Sugar  Act,  movement  toward 
settlement  will  continue.  We  will  continue  those  efforts,  and  I  have 
idvised  the  Government  that  this  would  be  the  right  thing  to  do. 

The  Chairman.  Thank  you,  Mr.  Chairman. 

Mr.  ZwACH.  Thank  you,  Mr.  Poage. 

Mr.  Wampler,  do  you  have  a  question? 

Mr.  Wampler.  Thank  you,  Mr.  Chairman. 

Mr.  Mahoney,  in  your  statement  you  said,  "During  the  first  quarter 
>f  1972  and  1973,  the  South  African  Sugar  Association  filled  its 
luotas  of  59,539  and  58,047  short  tons,  raw  value,  respectively.  More- 
over, the  sugar  was  shipped  at  a  time  when  sugar  was  m  short 

lUpply." 

Why  was  your  quota  filled  in  the  first  quarters  of  those  2  years? 

Mr.  Mahoney.  Mr.  Wampler,  we  had  been  specifically  requested 
0  ship  as  much  as  we  could  in  the  first  quarter.  As  I  understand  it 
from  my  client,  its  commercial  adviser,  and  the  USD  A,  our  sugar 
generally  comes  up  into  the  Northeastern  United  States  and  the 
5ugar  is  in  short  supply  in  that  January,  February,  and  March  tinMu 
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The  USDA  likes  to  get  sugar  in  the  first  quarter  because  sugar  in- 
ventories, as  I  understand  it,  are  their  lowest  at  that  tune.  So  it  was 
m  response  to  these  requests  that  were  made— they  were  not  demands, 
of  course,  but  very  strong  suggestions— that  SASA  keep  sugar  aside 
and  get  its  sugar  shipped  in  during  that  particular  time. 

If  you  look  in  my  statement  at  exhibit  B,  table  9,  column  3,  and 
table  10,  column  5,  there  is  a  big  white  space,  which  means  that  there  is 
no  balance  to  be  shipped.  In  other  words,  all  of  their  sugar  got  in  in 
the  first  quarter. 

This  contrasts  with  the  rest  of  both  of  those  columns,  where  other 
Tountries,  other  quota  holders,  had  tonnage  that  still  was  needed  bv 
the  USDA.  ^ 

This  is  a  report  from  the  U.S.  Department  of  Agriculture,  or  an 
excerpt  from  both  1972  and  1973. 

Parenthetically,  I  suppose  it  is  about  the  only  case  that  I  can 
think  of  where  having  a  zero  or  a  zilch  is  a  plus  for  somebody.  But 
that  is  the  reason,  sir. 

Mr.  Wampler.  Yes. 

I  recall  from  your  testimony  that  you  have  indicated,  by  ful- 
filling your  1973  quota,  you  experienced  a  financial  loss  of  $3  million 
and  in  fulfilling  your  1973  quota,  you  experienced  a  loss  of  $9 
million? 

Mr.  Mahoney.  That  is  correct.  Now,  let  us  be  fair  about  it.  That 
is  a  Chinese  loss.  That  is  a  loss  in  the  sense  that — I  am  not  suggest- 
ing that  we  in  fact  had  an  out-of-pocket  loss.  It  is  the  fact  that  at 
the  same  time  that  we  shipped  into  the  United  States,  if  we  had 
shipped  at  the  London  daily  price  on  the  world  market,  we  would 
have  gotten  $3  million  more  in  1972,  $9  million  more  in  1973. 

Mr.  Wampler.  That  is  the  difiference  between  the  world  market 
price  and  what  you  actually  received  here  in  the  U.S.  ? 

Mr.  Mahoney.  That  is  right. 

Mr.  Wampler.  You  said  that  in  addition  to  meeting  its  deficit 
reallocations  from  other  areas,  it  also  supplied  approximately  14,000 
tons  of  sugar  in  the  latter  part  of  1973  on  the  first-come-first-served 
basis.  It  that  correct? 

Mr.  Mahoney.  Yes,  sir,  that  is  correct.  That  has  been  true,  of 
course,  not  only  in  1973  but  during  the  life  of  this  Sugar  Act,  if  my 
figures  are  correct.  I  have  some  other  figures  here.  Apparently  it^ 
August  1971,  the  USDA  called  for  an  additional  emergency  supply 
of  100,000  tons,  including  82,000-odd  tons  on  a  first-come-first-serve3 
program.  SASA  immediately  offered  75,000  tons  within  the  stipi^ 
lated  U.S.  arrival  date.  However,  apparently,  the  USDA  rescind©^ 
that  emergency  program  on  August  18,  that  same  year.  So  we  h**^ 
a  1971,  1973,  and  then  there  are  three  other  instances  in  whic^l^ 
South  Africa  has  come  ahead  and  offered  sugar  and,  in  most  cas©^» 
had  it  accepted.  I  do  not  know  whether  you  want  the  record  to  ^^ 
back  to  1970,  1969,  1968. 
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Mr.  Wampler.  That  will  not  be  necessary. 

Mr.  Mahoney.  All  right.  But  there  are  three  other  cases  like  that 

here  we  have  been  able  to  come  in. 

Mr.  Wampler.  I  see  my  time  has  expired.  I  thank  you  for  your 
isponse. 

Mr.  Mahoney.  Thank  you,  sir. 

Mr.  ZwACH.  Thank  you,  Mr.  Wampler. 

Mr.  Stubblefield. 

Mr.  Stubblefield.  Mr.  Mahoney,  you  say  that  the  U.S.  price  was 
igher  every  month.  Was  that  deficit  due  to  freight  and  duty  pri- 
larily  ? 

Mr.  Mahoney.  Is  the  deficit  due  to  freight  and  duty? 

I  did  not  prepare  these  figures.  The  man  who  did,  Mr.  Dyer, 
5  here  somewhere.  I  can  check  with  him,  but  I  am  sure  it  is  not 
ecause  of  freight  and  duty.  In  other  words,  we  were  not  comparing 
pples  and  oranges.  May  I  ask  himr  to  be  sure?  I  do  not  want  to  let 
he  record — it  is  included  in  the  price,  I  am  informed,  Mr.  Stubble- 
ield. 

5Ir.  Stubblefield.  Well,  the  U.S.  spot  price  was  higher  every 
nonth  than  the  world  price.  U.S.  spot  price  $9.10,  world  spot  price 
18.25,  on  down  every  month.  The  U.S.  price  was  higher.  Therefore, 
'm  asking  what  brought  on  the  deficit  ? 

Mr.  Mahoney.  Well,  I  think  it  is  because  of  that  last  column,  Mr. 
Stubblefield,  the  differential  computed  by  adjusting  for  freight, 
uty,  and  other  thino^s.  As  a  matter  of  fact,  I  think  on  that  one,  if 
ou,  with  your  permission,  let  me  supply  an  answer  for  the  record 
hen  I  get  the  man  who  got  this  material  together.  I  am  sure  of  the 
alidity  of  it^  I  did  not  prepare  it  myself.  But  I  am  grateful  to  you 
>r  pointing^  it  out. 

Mr.  Stubblefield.  That  is  all  I  have.  Thank  you. 

Mr.  ZWACH.  I  think  the  committee  would  be  interested  in  further 
if  ormation  in  that  area. 

Mr.  Mahoney.  Thank  you,  Mr.  Chairman.  We  will  certainly  pro- 
ide  it.  . 

[The  above-referred-to  information  follows:] 

Casey,  Lane  &  Mittendorf, 
Washinfftony  D,C.,  March  8, 1974. 
ton  W.  R.  PoAGE, 

hairman,  Committee  on  Agriculture, 
^ouse  of  Representatives,  Washington,  D.C, 

Bear  Chairman  Poage  :  Yesterday,  March  7,  1974,  during  the  question  period 
tter  my  testimony  on  behalf  of  our  client.  South  African  Sugar  Association, 
Congressman  Stubblefield  asked  about  the  apparent  discrepancy  in  the  figures 
yhich  apepared  in  Exhibit  A  attached  to  our  Statement.  Congressman  Stubble- 
leM  very  properly  asked  me  how  we  could,  at  page  4  of  our  Statement,  make 
he  assertion  that  SASA  had  lost  about  $2.9  million  in  1972  and  $8.8  minion 
n  1973  by  shipping  sugar  to  the  U.S.  in  the  first  quarter  of  those  years  instead 
)f  to  the  then  premium  world  market  when  the  figures  in  our  Exhibit  A  ap- 
)eared  to  indicate  that  the  U.S.  spot  price  was  higher  than  the  world  spot 
)rice  during  the  months  in  question. 

Unfortunately,  Mr.  Daniel  Dyer,  SASA's  commercial  representative,  who 
repared  the  material,  was  not  available  to  assist  me  at  the  time  the  question 
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was  asked.  However,  pursuant  to  my  request  to  the  Chairman,  I  am  submitting 
this  clarification  of  our  figures  so  that  the  record  may  show  that  there  was  in 
fact  a  soimd  basis  for  our  assertion.  In  brief,  the  missing  ingredients  in  Ex- 
hibit A  are  two  columns,  one  showing  the  U.S.  duty  Ocean  Freight  Insurance 
and  Unloading  Charges  and  the  other  the  U.S.  Spot  Price  Adjusted  to  World 
Basis.  Please  see  the  attached  amplification  of  the  present  Exhibit  A  for  the 
missing  ingredients.  When  the  U.S.  spot  prices  are  adjusted  to  the  world  basis 
by  subtracting  the  figures  in  Column  B,  you  will  see  that  instead  of  the  $9.10 
U.S.  spot  price  average  for  month  of  arrival  in  Column  5  of  the  Exhibit  A 
attached  to  our  Statement,  there  should  be  substituted  therefor  the  U.S.  spot 
price  adjusted  to  the  world  basis  of  $8.04  which  appears  in  Column  C  of  the 
revised  Exhibit  A. 

I  am  informed  that  the  proper  basis  for  comparison  between  the  U.S.  spot 
price  and  the  world  spot  price  is  Column  C  against  Column  D.  The  sugar  tech- 
nicians tell  me  that  when  such  a  comparison  is  made,  the  differential  which 
appears  in  Column  7  of  the  original  Exhibit  A  is  correct. 

I  believe  that  the  amplified  Exhibit  A,  which  includes  a  footnoted  descrip- 
tion of  each  column,  explains  the  differential  computed  on  the  basis  of  the 
USDA  figures.  In  order  to  substantiate  the  figures  extrapolated  from  the  USDA, 
I  am  attaching  a  photographic  copy  of  page  15  from  the  document  entitled 
**Sugar  Reports"  for  August,  1973,  which,  I  am  informed,  was  the  source  of 
Exhibit  A  and  its  amplification. 

Sincerely  yours, 

John  R.  Mahoney. 


A 

B 

C 

D 

E 

U.S.  spot 

U.S.  duty 

U.S.»fpot 

World  spot 

price 

ocean  freight 

price 

price 

average 

insurance 

adjusted  to 

month  of 

and  unloading 

world  basis  > 

month  of 

Differential  s 

arrival  i 

charges  > 

(A-B) 

arrival « 

(D-C> 

$9.10 

$1.06 

$8.04 

$8.25 

-$0.21 

9.10 

1.06 

8.04 

8.25 

—.21 

9.02 

1.05 

7.97 

-.66 

9.02 

1.05 

7.97 

8  63 

-.6e 

9.02 

1.05 

7.97 

8.63  ' 

-.66 

9.45 

1.31 

8.14 

8.89 

-.75 

9.14 

1.28 

7.86 

9.06 

-1.20 

9.14 

1.28 

7.86 

9.06 

-1.20 

9.65 

1.31 

8.34 

9.06 

— .7Z 

11.34 

1.52 

9.82 

11.83 

-2.01 

1972: 

Neptune... 

Do 

D.  Ourania. 
K.  Delfini.. 

Do.... 
1973: 

Kythnos 

Antiochia.. 

Do.... 

Nautica 

Dimitris 


1  U.S.  spot  prices  (averages  for  month  of  arrival)  are  for  bulk  sugar  duty  paid  U.S.  port,  Including  U.S.  duty,  oceaiv 
freight,  insurance,  and  unloading  charges. 

>  U.S.  duty,  computed  by  USDA  as  a  weighted  average  of  ocean  freights,  insurances,  and  unloading  charges. 

>  U.S.  spot  price  ad  usted  to  world  spot  price  basis  F.O.B.  and  stowed  foreign  ports  of  origin. 

4  World  spot  prices  (averages  for  month  of  arrival)  are  for  bulk  sugar  F.O.B.  and  stowed  foreign  ports  of  origin. 
•  U.S.  quota  premium  (+)  or  discount  (— )  of  U.S.  spot  price  compared  to  world  spot  price. 

Source:  The  foregoing  is  based  on  USDA  sugar  report  No.  255  of  August  1973  (table  12,  p.  15)  and  sugar  report  Na 
261  of  February  1974  (table  13,  p.  15). 
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Mr.  ZwACH.  Mr.  Goodling?  ^     " 

Mr.  Goodling.  Thank  you,  Mr.  Chairman.  I  have  no  questions, 
l)ut  I  would  like  to  make  this  observation  to  Mr.  Mahoney. 

Either  the  South  African  sugar  producers  are  optimistic  or  they 
liave  been  having  some  pretty  good  years.  As  I  recall,  when  I  visited 
your  fine  installations  a  few  years  ago,  you  had  two  silos.  Today  1 
see  you  have  three.  I  assume  the  next  time  you  come  here,  you  will 
have  four. 

Mr.  Mahoney.  Mr.  Goodling,  you  have  a  good  memory.  In  fact,  I 
was  out  there  at  the  time.  You  are  right,  there  were  two.  This  third 
,silo  came  onstream  after  my  last  visit,  which  was  about  a  year  ago 
at  this  time,  but  that  actually  is  not  the  plan.  The  plan  is  to  put 
another  silo  or  another  installation  of  about  this  size  about  90  miles 
up  the  coast,  or  100  miles  up  the  coast,  near  Saint  Lucia. 

I  think  when  you  were  there,  you  were  taken  over  that  property 
near  the  Valley  of  the  Moon,  it  is  called.  That  is  closer  to  the  north- 
ern part  of  the  sugar  producing  area.  Rather  than  bringing  it  down 
to  this  central  depot,  the  plan  is  to  bring  sugar  from  northern 
Natal  into  Saint  Lucia,  into  those  silos.  So  the  next  time  you  are 
out,  they  will  be  there.  I  hope  you  get  out  before  you  leave  Congress. 

Mr.  Goodling.  From  my  observation,  you  are  doing  an  excellent 
job  and  I  wish  you  well. 

Mr.  IVL^HONEY.  Thank  you,  sir. 

Mr.  ZwAOH.  Mr.  Rarick? 

Mr.  Rarick.  Thank  you,  Mr.  Chairman. 

I  certainly  want  to  thank  the  gentlemen  for  their  appearance  this 
morning  and  the  interest  they  have  expressed  on  behalf  of  their  prin- 
cipals in  desiring  to  share  in  the  American  sugar  quota — ^keeping 
our  people  sweet  m  the  marketplace. 

There  are  some  questions  that  I  think  need  to  be  asked.  One  of  the 
things  they  say  to  do  is  always  inquire  of  your  friends  when  you 
have  a  question.  I  do  not  intend  by  these  questions  to  in  any  way 
indicate  that  I  am  hostile  toward  any  witness  or  his  principal. 

Many  times,  our  Latin  American  friends  indicate  that  they  de- 
sire good  hemispheric  relatidns  with  the  American  people  and  I,  for 
one,  agree  in  the  need  for  more  cooperation,  between  the  people  of 
the  United  States  and  those  of  Latin  and  Central  America.  Yet  we 
in  Congress  constantly  encounter  questions  of  why  most  Latin  Amer- 
ican leaders  signed  a  manifesto  calling  for  U.S.  surrender  of  Ameri- 
can sovereignty  over  the  Panama  Canal. 

Mr.  Joyce,  I  have  great  admiration  and  respect  for  the  people  of 
the  Argentina.  I  know  you  as  an  outstanding  attorney  and  a  dedi- 
cated American  patroit.  Can  you  offer  any  suggestions  why  the 
Argentine  should  call  upon  our  Government  to  surrender  our  sov- 
ereignty over  the  Panama  Canal? 

Mr.  Joyce.  Judge  Rarick,  I  have  no  direct  knowledge  of  the  posi- 
tion of  the  Argentine  Government  on  the  canal.  I  know  the  problem, 
but  I  do  not  know  specifically  what  the  Argentine  Government's 
position  was,  whether  they  stated  it  at  the  last  meeting  in  Mexico 
City.  But  in  any  event,  as  you  know,  I  am  here  representing  the 
private  sector  of  Argentine  and  not  the  Government.  So  I  cannot 
really  speak  on  that  behalf. 

Mr.  Rarick.  I  am  very  aware  of  your  position  here  this  morning. 
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But  I  am  also  aware  that  things  we  discuss  here  do  have  a  way  of 
getting  back  home. 

Miv  Joyce*  Exactly, 

Mn  Rarick.  I  cannot,  myself,  see  how  the  Argentine  people  can 
in  any  way  benefit  by  deterioration  of  the  Panama  Canal.  And  I 
should  add  that  it  was  not  just  the  Argentine  Govermnent.  Every 
govonmient  in  Latin  and  Central  America  joined  in  announcing 
U.S,  sovereignty  over  the  Panama  CanaL 

T  would  like  also  to  raise  anottier  question.  We  in  onr  country  only 
know  what  is  reported  to  us  in  the  news  media — -sometimes  it  is  cor- 
rect, sometimes  it  is  rather  misleading.  But  rejcently,  we  read  where 
Peron  has  indicated  a  great  willingness  to  cooperate  fully  with  the 
United  States  but  that  he  wanted  a  sale  of  certain  automobiles  from 
American  concerns  in  the  Argentine  to  Cuba,  I  am  sure  you  would 
agree  that  if  there  is  to  be  a  normalization  of  relations  with  Castro's 
Cuba,  this  would  then  mean  a  reshufHing  on  Argentina*  And  if  there 
is  a  normalization  of  relations  with  Cuba  by  tiie  ITnited  States,  then 
I  would  imagine  there  would  also  be  pressure  to  sell  to  Cuba  Amer- 
ican cai^  made  in  the  United  States  and  assembled  by  American 
working  people  rather  than  those  from  the  Argentine. 

Would  you  not  agree  ? 

Mr,  Joyce.  I  agree  with  you. 

Mr,  Karick.  I  only  make  these  comments  because  T  do  hope  that 
they  will  reach  the  proper  authorities.  My  people  find  the  Panama 
Canal  issue  a  very  sensitive  one.  We  now  have  over  700,000  Cuban- 
Americans  who  have  exercised  their  right  to  vote  by  fleeing  their 
homeland  to  our  country.  They  are  very  concerned  with  what  our 
Latin  American  neighbors  are  saying  about  us, 

I  thank  you  very  much. 

Mr,  ZwACTT.  Thank  you,  Mr*  Karick. 

Mr.  Baker? 

Mr.  Baker.  Thank  yoiu  Mr.  Chairman. 

Mr.  Joyce,  in  your  res]jonse  to  the  committee's  questions  on  Nos. 
3  and  4,  you  cite  the  actions  of  Argentine  producers  in  supplying 
I  lis  considerable  tonnage  above  the  quota  in  1962  and  196*^.  AVliat 
conditions  would  prevail  this  year? 

Mr.  JoTCR.  You  mean  if  requested? 

Mr.  Baker.  Yes. 

Mr.  Joyce.  I  am  sure  the  Argentine  sugar  industrj^  would  do  its 
best,  to  meet  any  request  of  the  United  States  that  additional  sup- 
plier of  sugar  be  delivered  in  the  United  States  if  they  could  possibly 
do  it. 

Mr,  Baker.  The  ownership  of  all  the  refineries  to  which  you  refer 
is  private  ownership! 

Jlr.  Joyce.  Every  phase  of  the  sugar  industry  in  Argentina  is 
completely  in  private  haadSj  subject  to  Government  regulation,  of 
course. 

Mr.  Baker.  Thank  you,  Mr.  Chairman, 

Mr.  ZwACH,  Mn  BeVgland? 

Mr.  Beeqland.  Thank  you  very  much,  Mr,  Chairman. 

Mr.  Pendleton,  I  notice  in  the  contracts  that  have  been  negotiate^^ 
with  Japan  starting  with  the  year  1976,  the  amount  to  be  exporte^^ 
to  Japan  is  cut  in  half;  in  other  wordsj  from  llOjOOO  tons  down  t ^ 
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55,000.  It  stays  at  that  level  for  3  years  after  which  it  is  phased  out 
completely. 

Why  that  reduction? 

Mr.  Pendleton.  I  cannot  explain  that  other  than  saying  that  this. 
is  normal  marketing.  These  are  the  contracts  which  have  presently 
been  allocated  and  market  forces  may  be  such  that  there  could  lie 
other  contracts  at  a  later  date.  I  think  that  there  is  no  particular 
reason  for  it.  I  will  ask  Mr.  Bao  if  he  knows  of  any  particular 
reason? 

Mr.  Bergland.  Would  you  respond,  sir? 

The  reason  for  my  question  is  I  am  curious  to  know  why  your 
coimtry  is  asking  for  a  sugar  quota  to  the  United  States  when  your 
ally  and  neighbor  is  apparently  withdrawing  from  your  market. 

Sir.  Bao.  Sir,  I  do  not  think  I  need  to  point  out  the  change  of 
relations  between  Japan  and  the  Eepublic  of  China,  and  also,  Japan 
is  buying  sugar  from  elsewhere.  Cuba  is  one  of  the  main  suppliers. 
It  has  increased  tremendously. 

Mr.  Bergland.  Thank  you  very  much. 

Mr.  ZwACH.  May  we  have  your  name  for  the  record? 

Mr.  Bao.  My  name  is  Sandys  Bao,  Vice  President  of  the  Taiwan 
Sugar  Corp.  My  name,  I  believe,  is  on  the  front  page  of  our  wiitten 
statement. 

Mr.  ZwACH.  Thank  you  very  much. 

Mr.  Bergland.  Thank  you  very  much,  Mr.  Pendleton. 

Mr.  Mahoney,  I  was  very  much  impressed  by  your  statement.  I 
have  read  with  careful  attention  the  impact  ot  this  fimd  and  the 
success  it  has  experienced  to  date.  This  has  been  created  by  the  sugar 
industry  in  South  America.  Has  it  been  endorsed  by  or  inhibited  by 
the  Government  of  South  Africa? 

Mr.  Mahoney.  It  certainly  has  not  been  inhibited  by  the  Govern- 
ment of  South  Africa,  Mr.  Bergland.  As  far  as  endorsed  by,  I  did 
not  understand — yes,  I  think  it  is  fair  to  say  that  it  has  been  en- 
dorsed by  the  Government  of  South  Africa.  (See  p.  468.) 

Mr.  Bergland.  Of  the  53  percent  of  the  growers  who  are  black, 
what  portion  of  the  total  sugar  production  does  this  represent? 

Mr.  Mahoney.  Let  me  see  if  I  can  get  an  approximation  for  you. 

Mr.  Bergland.  A  ball  park  guess  would  be  enough. 

Mr.  Mahoney.  Twenty-three  percent,  sir. 

Mr.  Bergland.  So  about  half  of  the  growers  raise  about  a  fourth 
of  the  crop.  And  that  is  generally  the  group  with  which  the  fund  is 
concerned? 

;Mr.  Mahoney.  That  is  the  one  that 

^Ir.  Bergland.  And  you  are  attempting  to  expand  production 
through  the  production  of  credit,  the  extension  of  management  ex- 
pei-tise,  and  the  like? 

Mr.  Mahoney.  Correct,  yes  sir. 

Mr.  Bergland.  What  success  have  you  had  with  that  program  to 
date? 

3Ir.  Mahoney.  I  understand  it  is  moving  ahead.  It  is  subject  to 
tt^e  usual  problems  of  any  program,  getting  it  off  the  ground.  I  am 
^<^ld  that  it  is  moving  ahead ;  it  is  described  as  moving  ahead  well.  I 
io  not  know  that  I  can  qualify  that  any  better.  (See  p.  468.) 

ilr.  Bergland.  It  is  moving  nonetheless? 
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Mr.  Mahoxet.  Yes  sir. 

Mr.  Bergland.  My  last  question  has  to  do  with  the  refining  mills. 
Are  any  of  these  in  the  areas  occupied  by  the  blacks  or  are  these  all 
on  the  seacoast? 

Mr.  Mahoney.  They  are  all  on  the  seacoast. 

Mr.  Bergland.  Do  blacks  participate  in  the  stock  ownership  of 
these  mills? 

Mr.  Mahoney.  I  am  not  sure  of  that.  There  may  be  some  very 
minority  participation,  sir.  They  are  quoted  compames  and  they  are 
available  to  buy  shares.  I  do  not  know,  I  have  not  seen  the  stock- 
holder list. 

Mr.  Bergland.  I  would  presume,  though,  that  the  blacks  would 
participate  in  the  cooperatives  by  virtue  of  their  production  mem- 
bership ? 

ISIr.  Mahoney.  That  is  right,  the  Indians,  too. 

Mr.  Bergland.  As  we  do  in  the  United  States? 

Mr.  Mahoney.  Right.  (See  p.  468.) 

Mr.  Bergland.  Thank  you  very  much. 

Mr.  ZwACH.  Thank  you,  Mr.  Bergland. 

Mr.  Johnson? 

Mr.  Johnson.  No  questions. 

Mr.  ZwACH.  Mr.  Brown? 

Mr.  Brown.  Gentlemen,  I  have  had  a  great  deal  of  difficulty  un- 
derstanding why  we  need  a  Sugar  Act.  I  recognize  that 

Mr.  ZwACH.  Do  you  have  the  mike,  Mr.  Brown?  I  want  to  hear 
what  you  say. 

Mr.  Brown.  I  am  not  sure  you  want  to  hear  it. 

Mr.  ZwACH.  Yes,  I  do. 

Mr.  Stubblefield.  Will  the  gentleman  yield  for  a  comment? 

Mr.  Brown.  Certainly. 

Mr.  Stubblefield.  I  just  heard  Mr.  Zwach  is  retiring  this  year. 
I  am  going  to  get  a  gift  for  him,  a  hearing  aid.  It  is  made  in  Taiwan, 
and  it  only  costs  $2.  It  has  a  hook  on  each  ear,  and  one  comes  over 
your  right  ear  and  goes  into  your  vest  pocket.  It  is  just  a  string. 

Mr.  ZwACH.  You  are  so  good  and  gracious. 

Mr.  Stubblef[eij>.  It  might  not  work  so  well,  except  people  talk 
louder  to  you  when  you  wear  it. 

Mr.  GooDLiNG.  Will  the  gentleman  yield  for  just  another  obser- 
vation? 

Mr.  Brown.  I  yield.  __ 

Mr.  GooDLiNG.  I,  too,  am  retiring,  and  I  do  not  hear  as  well  as  I  — - 
did  at  one  time.  Will  you  include  me  in  that  offer? 

Mr.  ZwACH.  Mr.  Brown? 

Mr.  Brown.  The  point  I  made  was  that  I  have  not  yet  been  con ■ 

vinced  that  we  need  a  Sugar  Act.  We  have  been  told  that  it  is  im ■ 

portant  to  provide  low  prices  for  the  American  consumer,  high  price^S 
for  the  American  producer,  high  prices  for  economic  benefits  to  th^^ 
underdeveloped  world,  and  this  morning,  we  are  seeing  it  used  as  ai^^ 
instrument  of  American  foreign  policy  in  connection  with  the  settle^^?^- 
ment  of  U.S.  claims  in  Peru  and  influencing  the  Panamanian  Gtot:^^" 
emment  attitude  toward  the  Panama  Canal. 

Now,  can  any  of  you,  can  each  of  you  tell  me  why  you  think  -^^ 
need  a  Sugar  Act? 
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Mr.  Mahoney.  Shall  I  start,  Mr.  Brown? 

Mr.  Brown.  Sure. 

Mr.  Mahoney.  I  have  been  in  this  game  now  for  14  years,  I  think 

is.  I  have  seen  the  vicissitudes  of  the  world  sugar  market  during 

at  period.  During  many  of  those  14  years,  most  of  them,  the  price 

sugar  in  the  United  States  has  remained  more  or  less  constant. 
lie  price  that  the  United  States  paid  to  get  foreign  sugar  was  in 
any  of  those  years  higher,  sometimes  slightly  higher,  sometimes 
ore  than  that,  than  the  price  at  which  sugar  was  selling  in  the 
orld  market. 

On  the  other  hand  in  1962  and  1963,  the  opposite  was  true,  as  is 
Tie  now.  It  is  quite  dramatic  now.  I  do  not  know  that  you  were  able 
»  attend  in  the  earlier  stages  of  the  testimony  where  the  domestic 
roducers  put  on  their  case  and  where  it  was  shown  that  at  this  point 
1  time — well,  I  pointed  out  that  sugar  is  selling  at  25  cents  a  pound 
!id  if  the  United  States  had  to  buy  it  and  go  out  and  compete,  it 
ould  pay  25  cents  a  pound,  whereas  in  fact,  SASA  and  the  other 
eople  who  have  made  commitments  to  the  U.S.  are  selling  it  at 
Dnsiderably  less  than  25  cents  a  pound.  That  is  No.  1. 

No.  2,  the  United  States  has,  at  least  knows  it  is  going  to  be 
ble  to  get  this  sugar  from  these  foreign  suppliers.  I  suspect  that 
lat  is  probably  the  most  important  thing.  There  is  a  trade-off  where 
lere  is  a  guaranteed  source  of  supply  at  a  stable  price,  which  at 
mes  gives  a  premium  to  foreign  suppliers,  except  now  when  they 
ave  to  take  their  bath.  That  is  about  the  size  of  it. 

Shall  I  turn  it  over  to  Mr.  Joyce? 

Mr.  Brown.  Yes. 

Mr.  Joyce.  I  have  very  little  to  add  to  Mr.  Mahoney's  statement. 
Ms  is  something  that  the  Congress  itself  has  to  face.  Since  the 
ongress  has  written  the  law  and  invited  the  foreign  producers  to 
resent  their  case,  we  can  only  present  our  case.  I  think  this  is  a 
rimary  question  for  the  Congress  itself. 

Mr.  Brown.  If  we  did  not  have  the  law,  do  you  feel  your  countries^^ 
ould  be  better  off  or  worse  off  than  they  are  now  ? 

Mr.  Joyce.  I  do  not  know.  The  price  of  sugar  being  quite  high,  it 
light  be  that  they  would  want  to  sell  in  the  world  market,  but  on, 
le  other  hand,  they  would  want  to  be  friends  with  the  United 
tates. 

Mr.  Brown.  Do  the  other  gentlemen  have  anything  to  add,  or  do> 
ou  subscribe  to  what  has  been  said  ? 

Mr.  Pendelton.  I  think  the  Republic  of  China  must  subscribe.  I 
link  it  should  also  be  said  here  that  this  is  an  internal  U.S.  problem 
nd  it  would  be  presumptuous  for  us  to  take  a  position  pro  or  con. 
^part  from  that,  however,  I  think  that  once  you  realize,  as  has 
een  pointed  out,  that  world  sugar  is  controlled  in  large  measure  not 
tily  in  the  United  States  but  throughout  the  world  and  it  cannot 
e  viewed  completely  in  a  vacuum — ^we  have  EEC,  we  have  the  East- 
tTi  Bloc  countries  that  have  their  own  control.  So  that  so-called 
"orld  market  is  a  rather  small  one.  If  the  United  States  were  in  the- 
osition  of  having  to  compete,  as  Mr.  Bergland  pointed  out  earlier, 
e  are  in  a  situation  where  long-term  bilaterals  are  now  being  made 
tid  how  the  United  States  competes  for  its  sugar,  which  it  obtains* 
large  portion  of  offshore,  we  of  course  take  no  position  on.  But  we? 
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do  think  that  stability  of  markets  is  a  highly  desirable  thing  for 

both  the  supplier  and  the  United  States  consumer.  To  this  end,  that 
is  the  answer  I  must  give,  Mr.  Brown. 

Mr.  Waters.  Congressman,  this  one  question  I  would  like  to  an-- 
swer  not  only  as  representing  the  Government  of  BoUvia,  but  as  arr 
American  citizen  and  as  a  long-time  friend  of  American  agriculture^ 
I  am  very  convinced  that  the  Sugar  Act  is  a  very  important  piec^ 
of  legislation,  and  has  made  very  valuable  contributions  both  o:::^ 
the  domestic  and  international  front.  I  go  back  many,  many  years  i_- 
agriculture;  in  fact,  started  off  as  a  farm  editor  in  your  State  o 
California  before  coming  to  Washiugton  to  join  the  Department  O; 
Agriculture,  I  know  the  argmnents  up  and  down  about  this  act. 

The  real  truth  is  the  problem  in  the  food  markets  of  the  world, 
the  agricultural  markets  of  the  world,  is  a  question  of  achieving  st^ 
bility,  taking  oiit  tlie^e  violent  upswings  and  downswings.  We  seM 
the  same  problem  in  the  energ>^  field.  Whether  you  agree  or  disagree^^ 
you  heard  the  Pre-sident  last  night  say  you  are  only  going  to  aeliieve 
lower  price  by  liaving  more  production.  You  are  not  going  to  achieve 
more  production  in  meeting  world  problems  in  food  unless  you  have 
assured  prices  and  stable  prices.  It  is  not  just  a  question  of  price 
rise, 

Mr,  Bkown.  You  can  make  that  argument  about  any  commodity, 
that  the  free  market  produces  hardships  because  of  the  violent  swings 
and  therefore,  we  should  do  away  with  the  free  market  as  we  have 
done  in  sugar, 

I  see  my  time  has  expired. 

Mr.  Waters.  I  spoke  as  a  private  citizen,  but  would  like  to  com- 
ment further  from  Bolivians  standpoint.  It  is  a  small  countryi  a 
country  economically  disadvantaged.  It  has  a  greater  stake  in  the 
stability  of  market  over  a  period  of  time  than  they  have  in  taking 
the  risk  and  gambling  at  a  higher  price  in  a  short  period  of  time*  I 
think  perhaps  the  very  be^t  explanation  of  this  I  have  heard  in  a 
long  time  was  given  yesterday  by  former  Congressman  Graham 
PurcelL  This  is  absolutely  true;  a  country  that  is  economical ly  dis- 
advantaged  is  very  comparable  to  a  small  farmer  at  a  disadvantage 
in  the  United  States. 

Sure,  he  would  welcome  high  prices,  but  he  needs  more  the  pn)- 
tection  over  a  longer  period  of  time,  of  having  an  assured  inconi&that 
he  can  talk  to  his  banker  about,  and  pay  his  costs  and  know  he  cfin 
count  on  it, 

Mr.  Brown.  Thank  you,  Mr.  Chairman. 

Mr.  ZwACH,  Mr.  Brown? 

Mr.  BowRK.  Thank  you,  Mr,  Chairman. 

I  would  like  to  say  to  Mr,  Mahoney  that  I  was  impressed  with 
your  testimony  and  especially  the  prepared  document  that  was  sub- 
mitted. I  notice  on  page  11,  you  refer  to  the  fact  that  of  the  approxi- 
mately 8,000  independent  growers,  approximately  53  percent  ara 
black  and  23  percent  Indian*  Are  the  ''growers"  landowners  thenv 
selves  and  are  they  also  blacks  and  Indians  ? 

Mr,  Mahoney,  Ye^  air, 

Mn  EowEN,  In  terms  of  the  wage  scale,  I  wonder  if  you  could  tell 
lis  just  a  little  about  how  the  wages  in  the  industry  compare  with 
those  for  other  kinds  of  employment  in  the  Republic  of  South  Africa 
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for  example,  cane  field  workers — and  how  those  wages  might  com- 
ire  with  other  kinds  of  labor  wage  in  the  country. 
Mr.  Mahoney.  Mr.  Bowen,  would  you  mind  if  I  answered  your 
lestion  just  a  little  bit  obliquely,  because  I  expected  it  to  come 
om  another  direction.  I  thought  it  was  going  to  come  from  Mr. 
indley,  who  has  asked  it  before.  As  a  result,  I  prepared,  I  elab- 
ated  on  exhibit  E  in  order  to  get  it  in  to  synch,  so  to  speak,  with 
e  answers  he  has  gotten  from  other  people.  With  your  permission, 
ly  I  do  that,  and  then  I  will  try  to  extrapolate  from  that? 
A.  sugar  farm  employs  30  units  of  labor,  five  units  per  thousand 
IS,  I  am  informed  by  my  colleagues.  Of  course,  you  have  cane 
:ters;  there  are  12  units.  Their  wage  is  $4.75  a  day.  They  work  5 
6  hours  a  day.  I  have  seen  them  in  the  fields.  They  get  up  at 
y'break  and  they  knock  off  at  about  11  o'clock.  It  gets  quite  hot. 
ey  are  through  for  the  day  at  about  11  or  maybe  11:30. 
rhey  work  seasonally.  They  are  in  the  fields  during  the  cutting 
son  about  9  or  10  months — the  grinding  season,  I  should  say. 
laborers  of  that  30  units,  there  are  10  units  who  are  laborers.  They 

a  $3.61-a-day  wage.  They  work  about  6  hours  a  day  and  their 
^e  per  hours  is  60  cents. 

'  think  I  neglected  to  say,  Mr.  Bowen,  that  the  cane  cutter  wage 
^0  cents  an  hour.  I  want  to  tell  you  that  we  crank  into  this — I 
fleeted  to  say  that  the  cane  cuttere,  the  hourly  wage  would  be  80 
ts  an  hour. 

^ead  men — ^there  are  two  units  of  head  men — ^those  are  bosses, 
ey  work  the  year  round.  They  get  a  wage  of  $6  plus  a  $3  fringe. 

They  work  about  8  hours  a  day.  They  get  a  wage  of  $1.15  an 
ir. 

Tractor  drivers,  two  units,  two  fellows,  they  work  around  the  year. 
:  dollars  a  day.  I  am  told  that  is  a  little  low,  but  8  hours  a  day, 
cents  an  hour  it  works  out  to.  But  I  think  that  figui-e  is  a  little 
t.  I  think  it  should  be  higher. 

Dhen  you  have  the  cooks  and  the  extras,  the  backup  people,  $6  a 
T^  6-hour  day,  about  $1  an  hour. 

skilled  categories,  the  artisans,  of  wihch  about  10  percent  are 
ck  and  Indians,  the  rest  white,  they  get  $450  a  month,  $2.25  an 
ir. 

■f ow,  the  three  figures  I  am  going  to  give  you,  the  next  three  or 
r,  you  have  to  crank  in  33  percent  for  their  fringe  benefits.  I 
^e  not  done  this.  But  I  have  given  you  the  artisans.  The  chemists, 
percent  black  and  Indian,  the  rest  white,  about  $470  a  month, 
^5  an  hour, 
^an  boiler  people,  60  percent  black  or  Indian,  $415  a  month,  $2.08 

hour, 
►emigkilled  category,  $162  a  month.  These  are  the  semiskilled  in 

refineries,  81  cents  an  hour,  and  the  unskilled,  $91  a  month,  46 
ts  an  hour. 

iut  I  am  told  the  unskilled  at  46  cents  an  hour,  instead  of  cranking 
B3  percent  extra  for  their  fringes,  you  should  crank  in  about  50 
cent  because  they  get  a  food  ration  as  well.  That  fringe  is  shown 
Exhibit  E. 

•Jow,  that  is  not  quite  what  you  wanted,  but  that  is  the  base  in  the 
:ar  industry.  I  think  I  would  have  to  check  my  colleagues  to  see. 
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"but  I  lielieve  tlint  the  sugur  indiistn^ — T  do  not  think  it  pays  asM^h^ 
as  the  mining  industry,  but  I  think  it  is  comparable  with  the  agri- 
cultui'al  industry  in  the  other  phases. 

Let  m©  ask  Is  that  right? 

It  is  ahead  of  the  agricultural  industry,  I  am  told,  Mr.  Bowen. 

Mr,  BowEN'.  I  did  not  ask  the  question  in  any  hostile  sense,  I  renllv 
v?ns  presuming  that  the  wages  were  probably  somewhat  ahead  of 
several  other  kinds  of  agricultural  labor.  If  you  have  any  figures  oei 
this  subject  that  you  might  want  to  include  for  the  record  and  that 
would  show  the  wages  in  the  sugar  industry  in  comparison  with  other  ] 
Irinds  of  production,  I  think  it  would  be  very  helpful. 

Mr.  SLtHOKET.  Mr.  Bowen,  I  will  try  to  get  that  information  for  | 
the  record.  Thank  you. 

{Seep.  46S.) 

Mr,  BowE]^.  Just  one  final  comment  to  Mr.  Waters.  I  would  like  to  I 
support  the  observations  made  by  Chairman  Poage  and  point  nnt ' 
that  good-faith  negotiations  are  well  and  good,  but  they  have  been 
underway  for  about  11  years  now,  and  they  might  continue  for  hj\- 
other  11  years  until  the  point  that  only  the*  heirs  of  those  contesting 
the  matter  might  benefit  from  it.  I  certainly  would  hope  that  the 
Government  of  Bolivia  would  seek  to  try  to  make  a  very  prompt 
settlement  of  that  claim. 

Thank  you. 

Mr.  Watkhs.  Thank  you,  Mr,  Congressman.  They  will  be  informed 
of  that. 

'Mv.  BEnoroAND,  Mr.  Chairman,  may  I  ask  Mr.  Mahoney  one  ques- 
tion that  I  neglected  to  follow  up  on? 

Mn  ZwAcH.  Yes,  I  have  Mr.  Young  waiting. 

Mr.  B^:RGLA^^^.  I  am  sorr}^,  go  ahead. 

Mr.  ZwACii.  Mr.  Young, 

Mr,  Young,  Thank  you,  Mr.  Chairman,  and  maybe  I  will  asi^. 
Mr.  Mahoney  the  question  you  plan  on,  anyway,  Bob. 

I  would  like  to  ask  Mr.  Mahoney,  you  have  seen  that  we  arc  ver? 
much  impressed  with  the  brochure  yon  have,  the  experiment  station* 
I  am  a  little  bit  concerned  about  this  $9  million  that  yon  lost  in  pap<^^ 
in  the  world  market.  The  question  I  %vould  ask  is  would  it  he  ben<^ 
ficiah  rather  tlian  having  a  quota  system,  for  the  Government  of 
South  Africa  to  bid  on  the  quotas  in  the  American  market,  when^ 
you  conld  actual Iv  move  out  and  make  a  hid  and  what  size  of  the 
TTiarket  you  woul(i  like  to  have  for  South  Africa? 

Mr.  Mahoney,  Well,  the  fact  of  the  matter  is  that  in  this  losa, 
as  I  say,  the  position  of  our  people  is  that  we  are  in  there  in  gom 
times  and  had  and  I  think  I  w^ould  say  that  we  w^ould  prefer  to  go 
on  with  the  act  as  it  is,  even- 

Mr.  Young.  Would  your  Government  be  interested- 

Mr,  Mahonet.  It  is  not  the  Government,  sir,  it  is  a  private  indus-     H 
try,  the  sugar  people.  tf 

*Mr.  Ynuxo,  Would  the  SASA,  I  believe  you  called  it ^ 

Mr*  Mahonby.  Yes  sir.  fc 

Mr.  YouNo.  Would  SASA  be  interested  in  e:spanding  their  sugar     H 
pmdtiction  and  bidding  for  the  quotas  in  the  American  market!  )| 

Mr.  Mahoney.  I  must  ask.  I  am  not  authorized  to  say.  Let  me 
find  out. 
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We  would  prefer  a  quota,  sir.  They  prefer  a  quota  and  they  are 
)repared  to  come  in  as  they  have  demonstrated  in  the  past  and  to 
)ut  it  where  it  is  first-come,  first-served,  to  put  sugar  in,  in  addition 
o  that  where  necessary. 

Mr.  Young.  I  would  like  to  ask  the  same  question  to  the  other 
witnesses. 

Mr.  Pendleton? 

Mr.  Pendleton.  We  would,  of  course,  as  I  have  said,  be  able,  de- 
fending on  the  crop  season — one  must  keep  in  mind  that  we  are  a 
STorthern  Hemisphere  country  and  when  the  bids  Qome  out,  they  may 
)e  extremely  disadvantageous,  a  Southern  Hemisphere  country  to  a 
S^orthern  Hemisphere.  We  would  prefer  the  quotas  simply  because 
3f  the  regularity.  Like  first-come,  first-served,  if  you  wish  to  turn  it 
over  and  call  it  a  bid  at  a  particular  time,  there  could  be  disadvan- 
tages to  certain  countries. 

Mr.  Young.  Could  you  do  this  on  a  5-year  basis,  where  you  would 
bid  on  a  5-year  basis  as  the  law  is  being  written  now  ? 

Mr.  Pendleton.  We  really  have  not  given  this  much  consideration. 

Mr.  Young.  I  would  like  to  ask  Mr.  Waters  this  question. 

Mr.  Waters.  Congressman,  I  am  sure  that  Bolivia  would  feel  it 
'vv'ould  be  to  their  disadvantage  to  try  to  compete  on  a  bid  form.  They 
feel  they  need  the  assurance  of  a  protected  market  for  a  share  of 
their  product.  To  them,  it  is  part  of  the  Government's  assurance  in 
financing  their  development  plans  in  the  sugar  industry,  a  govern- 
niental  decision  in  this  sense  rather  than  just  individual  sugar  grow- 
ers. The  Government  is  making  a  major  investment  in  the  social  re- 
forms and  trying  to  improve  the  conditions  of  the  people  in  the 
^ural  areas.  They  are  predicating  much  of  this  on  the  expansion  of 
the  sugar  industry  and  they  want  to  see  an  assured  supply. 

Mr.  Young.  We  sit  here  unknowing  of  the  situation  in  Bolivia 
^nd  South  Africa.  Yet  we  are  asked  to  set  quotas.  To  me,  it  is  unreal 
that  we  would  be  asked  to  do  this.  I  am  with  you  and  I  hope  you  all 
will  indulge  me  in  this  question.  I  think  that  maybe  we  should  look 
at  all  sides  of  this  thing  to  see  what  would  be  the  fairness. 

I  would  hate  to  say  to  the  Thai  people,  you  do  not  have  preference 
to  the  people  in  Brazil. 

Mr.  Waters.  I  think  it  is  a  valid  question,  Mr.  Congressman,  and 
a  valid  alternative.  But  in  Bolivia's  instance,  I  think  it  would  work 
to  their  disadvantage  rather  than  their  advantage. 

Mr.  Young.  Mr.  Joyce,  would  you  have  any  comment  on  this? 

Mr.  Joyce.  I  have  not  discussed  this  with  my  clients,  the  sugar 
people  in  Argentina,  but  it  would  seem  to  me  if  you  are  going  to 
have  a  sugar  quota  program,  it  would  be  in  their  best  intereste  to 
^ave  it  on  a  longer  period  than  a  shorter  period.  They  could  do  some 
Planning. 

Mr.  Young.  Could  you  bid  on  a  5-year  basis? 

Mr.  Joyce.  Very  hard  to  project  or  even  conjecture  an  answer  on 
hat.  I  just  do  not  know.  Those  are  some  of  the  risks  that  private 
^dustry  has  to  take. 

]Mr.  Young.  Yet  we  are  writing  the  bill  on  a  quota  for  5  years. 

Mr.  Joyce.  Yes,  I  realize  that.  The  Argentine  sugar  industry,  they 
t'e  willing  to  the  extent  of  keeping  the  present  quota  and  in  the 
^se  of  necessity,  help  pitch  in  as  they  have  done  before. 


Digitized  by  VjOOQIC 


I 


Mn  Young*  Mr.  Chairman,  I  see  my  time  is  up.  I  have  no  further 
qiifstions. 

The  Chairman  [presiding].  Thank  you, 

Mr.  Vigorito? 

Mi\  ViGORiTo.  Xo  questions. 

The  Chairman.  Jin  Bergland? 

Mr.  Bergland.  Mr,  Chairman,  I  would  like  to  ask  5Ii\  Mahoner 
one  or  two  questions. 

You  have  stated  that  the  blacks  in  South  Africa  produce  25  pflr- 
cent  of  the  sugar.  AVhat  percentage  do  the  Indian  growers  produce! 

Mr,  Maiionet,  I  am  glad  you  asked  t!iat  question  because  it  gives 
us  a  chance  to  correct  the  record.  Between  them,  blacks  and  the 
Indians  produce  12  to  14  percent,  not  23  percent.  The  blacks  and 
Indians  between  them  produce  between  12  and  14  percent. 

Mr.  Bkrgland.  Of  the  sugarcane  produced  in  the  country? 

Mr.  Mahoney.  In  the  country,  yes  sir* 

Mr.  Bergland.  I  see. 

Now,  the  racial  polide-s  of  the  Government  of  South  Africa  gi?n- 
erate  a  great  deal  of  controversy  in  this  Congress.  I  presume  as  this 
bill  goes  to  the  floor,  this  will  be  a  question  that  will  have  to  be 
aired  at  length.  Can  you  explain  to  this  committee  the  relationsliip 
between  the  Government  of  South  Africa  and  the  sugar  producing 
and  refining  industry?  Is  there  a  connection  1 

Mr,  Mahoney.  There  is  no  connection  whatsoever,  sir,  other  than 
fixing  of  the  domestic  price. 

I  am  corrected.  They  have  to  go,  the  industry  has  to  ^o  to  its 
government^  as  I  suspect — well,  I  do  not  know  whether  our  industrv 
does — go  to  its  government  to  get  the  domestic  price  of  sugar  fixed. 
But  other  than  that,  there  is  absolutely  no  connection  with  the  South 
African  Government, 

Mi\  Berglaxd,  For  that  reason,  the  industry  has  no  or  has  little 
mfluence  over  the  policies  of  the  Government* 

Mr,  MAnoNET.  That  is  correct,  sir. 

[The  following  additional  information  was  submitted  by  Mr. 
Mahoney.] 

Cabbt,  Lane  &  Kitteitdoef, 
New  York,  N,y\  March  15,  1911 
Hon.  W.  R.  POAGE, 

VhairmatK  Csomtnittee  on  Affrioullnre, 
Hou^e  of  llcpre^entafircM,  Wutthitifffon,  D.V. 

Dkah  Mb.  CHAJEMAri :  When  I  testified  on  behalf  of  out  client,  The  S^iutli 
African  Sugar  AssoeiatioiiT  on  March  7,  1974  in  connection  with  the  al>^*^'^^ 
entitled  sugar  biU,  I  was  asked  a  series  of  questions  by  Interested  meiubers  o* 
the  Committee.  I  was  able  to  clear  up  the  apparent  diBcrepaiicy  In  figures  aij" 
pearing  in  Exhibit  A  attached  to  our  statement  by  the  submission  of  an  aiitpU" 
fled  Exhibit  A  on  March  8  in  a  letter  to  you  and  members  of  the  Committee. 

In  this  letter  I  should  like  to  amplify  and,  where  necessary,  correct  my  sd- 
swers  that  day  pursuant  to  permission  granted  by  Congressman  Zwach  w^^ 
was  presiding  at  timt  session. 

Messrs.  Frank  Jones  and  Ian  Smeaton.  the  Vice  Chairman  of  the  Soutli 
African  Millers  and  Cane  Growers,  respectively,  who  were  present  when  I  t^^^' 
fled,  since  their  return  to  Durban^  hayu  funiiahed  me  with  the  correct  a^^^" 
tional  information. 

All  references  made  hereunder  are  to  the  unrevised  and  iinedited  stenngrapl^*^ 
minutes  prepared  by  Ward  &  Paul  for  that  session. 

At  page  696,  hues  18  to  22,  Congressman  Bergland  asked  me  the  foUomnf 
question  relating  to  the  Financial  Aid  Fund : 
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''Mr.  Mahoney,  I  was  very  much  impressed  by  your  statement.  I  have  read 
with  careful  attention  the  impact  of  this  fund  and  the  success  it  has  experi- 
enced to  date.  This  has  been  created  by  the  sugar  industry  in  South  Africa. 
Has  it  been  endorsed  by  or  inhibited  by  the  Government  of  South  Africa?" 

My  answer  which  appeared  on  lines  23  to  25  at  page  696  and  the  first  line 
on  page  697  follows : 

"It  certainly  has  not  been  inhibited  by  the  government  of  South  Africa, 
Mr.  Bergland.  As  far  as  endorsed  by,  I  did  not  understand — yes,  I  think  it  is 
fair  to  say  that  it  has  been  endorsed  by  the  Government  of  South  Africa." 

I  have  received  the  following  additional  material  on  this  point  via  telex 
from  Messrs.  Smeaton  and  Jones. 

"Endorsement  by  the  South  African  Government  of  the  Financial  Aid  Fnnd 
has  been  approved  by  the  Minister  [presumably  either  of  Agriculture  or  Fi- 
nance]. Since  government  approval  is  required  for  the  expenditure  of  industrial 
funds  for  a  venture  of  this  sort,  SASA  obtained  this  approval.  However,  the 
only  funds  being  used  are  those  belonging  to  the  sugar  industry  and  only  the 
sugar  industry  can  direct  how  the  funds  are  to  be  utilized." 

At  line  17  of  page  697  Mr.  Bergland  asked  me : 

"What  success  have  you  had  with  that  program  [the  Financial  Aid  Fimd] 
to  date?" 

My  reply  at  that  time  was : 

"I  understand  it  is  moving  ahead.  It  is  subject  to  the  usual  problems  of  any 
program,  getting  it  off  the  ground.  I  am  told  that  it  is  moving  ahead ;  it  is  de- 
scribed as  moving  ahead  well.  I  do  not  know  that  I  can  qualify  that  any 
better." 

I  should  like  to  supplement  that  statement  by  the  information  provided  to 
me  to  the  effect  that  "The  fund  is  moving  ahead  at  an  increasing  pace.  Dur- 
ing the  past  two  months  loans  of  approximately  R48,175  have  been  approved. 
[Since  one  rand  is  approximately  $1.50,  this  means  that  approximately  $73,000 
in  loans  have  been  approved.]  Three  centres  for  extension  services,  including 
•community  activity,  at  an  estimated  cost  of  $400,000.00  are  at  present  being 


These  centres  are  to  be  established  in  Kwazulu  and  are  for  the  use  of  Bantu 
sugar  cane  growers.  They  are  to  be  donated  by  the  sugar  industry  to  the 
Kwazulu  government." 

At  page  698,  from  lines  12  to  18,  Mr.  Bergland  asked  me  about  Black  par- 
ticipation in  the  cooperative  mills.  Our  colloquy  occupied  lines  12  to  18,  which 
is  as  follows :  • 

"Mr.  Bergland.  I  would  presume,  though,  that  the  blacks  would  participate 
in  the  cooperatives  by  virtue  of  their  production  membership? 

Mr.  Mahoney.  That  is  right,  the  Indians,  too. 

Mr.  Bergland.  As  we  do  in  the  United  States? 

Mr.  Mahoney.  Right." 

I  am  informed  that  I  inadvertently  did  not  give  the  whole  story  since  I  am 
now  told  that  there  are  only  two  cooperative  mills  in  the  industry.  Although 
I  am  assured  that  there  is  no  law  preventing  either  Indians  or  Blacks  from 
delivering  cane  to  these  two  cooperative  mills,  the  location  of  the  mills  is  such 
that  neither  Black  nor  Indian  cane  is  delivered  to  these  cooperatives.  Therefore, 
the  question  of  Black  or  Indian  membership  of  the  cooperatives  by  virtue  of 
the  production  membership  has  not  arisen  as  yet. 

The  next  subject  for  amplification  is  that  of  wages.  This  arises  out  of  a 
question  asked  me  by  Congressman  Bowen  at  lines  16  to  21  of  page  704,  which 
is  as  follows : 

"In  terms  of  the  wage  scale,  I  wonder  if  you  could  tell  us  just  a  little  bit 
about  how  the  wages  in  the  industry  compare  with  other  kinds  of  employment 
in  the  Union  of  South  Africa — for  example,  the  black  workers,  cane  field  work- 
ers—and how  those  wages  might  compare  with  other  kinds  of  labor  wage  in 
the  country." 

I  am  afraid  I  gave  a  rather  overlong  answer  to  Mr.  Bo  wen's  question,  start- 
ing at  line  22  of  page  704  and  going  to  line  8  of  page  707.  After  my  extended 
answer,  the  following  colloquy  ensued: 

"Mr.  Bo  WEN.  I  did  not  ask  the  question  in  any  hostile  sense,  but  I  really 
^as  presuming  that  the  wages  were  probably  somewhat  ahead  of  some  other 
kinds  of  agricultural  labor,  but  if  you  have  any  figures  on  this  subject  that 
you  might  want  to  put  in  the  record  that  would  show  where  the  wages  in  the 
sugar  industry  happen  to  fall  in  comparison  with  other  kinds  of  production,  I 
tiiink  it  would  be  very  helpful. 
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Mr,  Mahonex,  Mr,  Bowen^  I  wlU  try  to  get  that  inforaiatioii  for  the  record. 
TMnk  you." 

What  fallows  Is  the  answer  to  Congressman  Bowen's  question  viewed  in  the- 
llgbt  of  my  earlier  long  anawer :  Cane  cntter^s  wages  are  equal  to,  if  not  higher 
than,  Black  industrial  wages  in  general^  when  the  cane  cutters  fringe  benefit* 
are  taken  into  consideration.  Other  sugar  field  workers  receive  less  cash  wages 
than  cane  cutters,   but  their  fringe  benefits  are  identicaL   Sugar  workers  in 
general   receive  considerably  higher  wages   than  labor  in  other  agricultural 
industries.  However,  in  fairness  to  the  other  agrieultnral  Industries   I   must 
point  out  that  Black  labor  in  those  industries  receive  certain  benefits  which 
are  exceedingly   difficult  to  quantify  in  monetary   terms.   A  good  example  is. 
furnished  by  a  worker  on  a  maize   (corn)   farm.  He  works  on  his  employer' 
farm  during  the  harvesiting  sejison  at  a  rate  that  may  be  lower  than  a  com 
pa^rable  sugar  worker  doing  comparable  tasks,  but  when  he  has  finished  fo*^ 
the  season — in  fact  during  the  maisce  season — the  Black  employee  has  the  righ.  ^ 
to  graze  live  stock,  raise  poultry  and  to  grow  cash  crops  on  land  provided  h:^ 
the  employer. 

In  the  sugar  mills,  since  the  Industry  has  to  compete  with  other  industr*.^ 
for  workers,  the  wages  paid  to  Blacks  and  Indians  working  in  the  sugar  millji 
are  competitive  to  those  paid  by  industry  generally. 

Congressman  Berglajid  and  I  engaged  In  the  following  dialogue  relative  to 
whether  or  not  the  South  African  Government  controls  the  sugar  industry  from 
line  IT,  pages  712  to  713 ; 

"Mr.  Beeolano.  *  ♦  *  Can  you  explain  to  this  Committee  the  relationsliip  l>e^ 
tween  the  Government  of  South  Africa  and  the  sugar  producing  and  refining 
industry?  Is  there  a  connection? 

Mr.  Mahowet.  There  is  no  connection  whatsoever,  air,  other  than  fixing  of 
the  domestic  price. 

I  am  corrected.  They  have  to  go,  the  industry  has  to  go  to  its  government,  as 
1  suspect — well,  1  do  not  know  whether  our  industry  goes — go  to  its  govenunent 
to  get  the  domestic  price  of  sugar  fixed.  But  other  than  that,  there  is  absolutely 
no  connection  with  the  South  African  Govern  men  t, 

Mr.  Beeglani*.  For  that  reason,  the  industry  has  no  or  has  little  tnflueuce 
over  the  policies  of  the  government. 

Mr.  Maho^tey.  That  is  correct,  sir." 

On  reficction,  I  believe  that  my  statement  that  there  is  no  connection  what- 
soever ^ther  than  fixing  of  the  domestic  price  should  be  amplified  by  the 
following  phrase :  "which  in  turn  regulates  the  total  proceeds  accruing  to  tte- 
industry/'  I  should  also  liave  stated  in  addition  that  the  government  sets  in- 
dustrial standards  governing  the  working  conditions  in  the  sugar  industry  in 
matters  where  safety  and  health  are  concerned.  These  standards  apply  to  work- 
ing conditions  generally  in  South  Africa. 

I  appreciate  the  opportunity  afforded  me  to  correct  and  amplify  tlie  record- 
Sincerely  yours, 

JoHH  R.  RLahoneTi 

Mr.  Beegland.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman, 

Tim  Chatrkan.  Are  there  any  further  questions  of  any  of  the 
witnesses  ? 

[N^o  response.]  i 

The  Chairman.  If  there  are  no  further  questions,  we  are  very 
i|ftTich  obliged  to  each  one  of  you.  We  fe^l  you  have  helped  iis  in 
'OTr  understanding  of  this  problem.  We  thank  each  one  of  you  for 
you  r  ap  p  earance. 

The  committee  will  meet  tomorrow  morning  at  10  o'clock  to  cora-^ 
plete  the  hearings  on  the  sugar  legislation,  I  hope  that  the  membei*^ 
will  be  faithful  and  be  with  us  tomorrow  morning  to  let  us  bring 
these  hearings  to  a  close,  _ 

We  are  very  much  obliged  to  all  of  you  and  we  arc  recc-ssed  unti 
10  o'clock  tomorrow  morning, 

[Whei^upon,  at  11:55  a.m,,  the  committee  recessed  to  reconver 
at  10  a.m.,  Friday,  March  8,  1974.] 
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FBIDAY,  MARCH  8,   1974 

House  of  Kepresentatives, 
Committee  on  Agriculture, 

Washington^  D.G. 
The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  1301^ 
ngworth  House  Office  Building,  Hon.  W.  R.  Poage  [chairman] 
jsiding. 

Present:  Representatives  Poage,  Foley,  Vigorito,  Alexander,  Ra- 
k,  Mathis,  Bergland,  Brown,  Bowen,  Rose,  Gunter,  Wampler, 
)odling,  Mayne,  Zwach,  Sebelius,  Symms,  Young,  Johnson,  and 
adigan. 

Also  present :  John  O'Neal,  general  counsel ;  Hyde  Murray,  asso- 
ite  counsel;  Steve  Allen,  staff  consultant;  and  Glenda  Temple^ 
aff  assistant. 

The  Chairman.  The  committee  will  be  in  order.  We  are  proceed- 
g  with  our  discussion  of  the  sugar  legislation.  We  have  a  long 
it  this  morning  that  we  must  complete. 

The  first  witness  is  Mr.  Sheldon  Z.  Kaplan,  attorney  at  law,  repre- 
nting  the  sugar  industry  of  Paraguay. 
Mr.  Kaplan,  we  will  be  glad  to  hear  from  you. 

f ATEMENT  OP  SHELDON  Z.  KAPLAN,  REPRESENTING  THE  SUGAR 
INDUSTRY  OP  PARAGUAY 

Mr.  Kaplan.  Mr.  Chairman,  members  of  the  committee,  I  am 
leldon  Z.  Kaplan,  a  practicing  attorney  in  Washington.  I  appear 
'W,  as  I  did  on  April  27,  1971,  before  this  committee,  as  legal  coun- 
I  to  and  on  behalf  of  the  Paraguayan  sugar  industry  (Centro 
sucarero  Paraguayo).  The  Centro  is  a  voluntary  trade  association, 
mposed  entirely  of  private  companies  engaged  in  the  production 

sugar  in  Paraguay.  There  is  no  foreign  participation  in  the  in- 
stry.  It  is  completely  Paraguayan. 

In  compliance  with  the  requirements  of  the  Foreign  Agents  Regis- 
ition  Act  of  1938,  as  amended,  and  the  rules  and  regulations  issued 
irsuant  thereto  by  the  Attorney  General  of  the  United  States,  I 
ve  labeled  the  copies  of  my  testimony  which  are  to  be  disseminated, 

"Political  Propaganda,"  in  the  format  prescribed  by  rule  402 
omulgated  in  accordance  with  the  act. 
In  further  compliance  with  the  act,  I  have  submitted  to  the  clerk 

the  committee  a  copy  of  my  latest  supplement  statement  as  filed 
ith  the  Department  of  Justice. 

(471) 


Digitized  by  VjOOQIC 


BACKGROTTND 

Paraguay,  primarily  an  agricultiiml  coiintn%  is  located  in  the 
lif^art  of  the.  South  American  continent  and  extends  over  an  area  of 
157,047  square  miles,  approximately  the  size,  of  California  or  Mon- 
tana. Thc^  distinguishing  geographical  features  are  the  Paraguay  and 
Parana  Rivers,  The  Paraguay  River  divides  the  country  lengthwise 
into  two  large  natural  re^ions^  each  of  which  differs  markedly.  The 
population  is  about  2.4  million,  with  a  rate  of  growth  of  2.5  percent 
during  62-72.  Predominantly  young  people  compriBe  70  percent  of 
the  entire  population. 

The  eastern  region  is  relatively  humid,  heavily  populated,  and  has 
excellent  ecological  conditions.  It  comprises  4U  pereent  of  the  total 
area.  About  &5  percent  of  the  popnlation  is  in  tins  area,  where  the 
greater  part  of  the  economic  activities  takes  place.  The  eastern  re- 
gion is  estimated  to  have  21  million  acres  suitable  for  cultivated 
crops,  10  times  the  area  under  present  cultivation.  It  is  doubtful  if 
any  other  country  in  the  Western  Heraispliere  has  as  much  ariible 
land  per  capita. 

The  western  region,  known  as  the  Chaco,  is  arid  and  sparsely  pop- 
ulated. Representing  60  percent  of  the  country's  total  area,  it  is  a 
huge  plain  with  large  land  areas  suitable  for  cattle  raising. 

The  country  has  one  of  the  lowest  rates  of  illiteracy  in  Latin 
America,  about  24  percent  estimated  in  1971.  The  rate  "is  steadily 
decreasing.  Life  expectancy  is  about  60  years,  higher  than  most  pre- 
dominantly agragrian  countries. 

Paraguay's  frontiers  are  contiguons  to  Argentina,  Brazil  and 
Bolivia.  Bolivia  lies  to  the  north  and  west  of  the  Chaco. 

There  are  relatively  no  large  plantations  with  many  workers  undpr 
control  of  a  large  landowner,  unlike  the  situation  wliicli  prevails  in 
certain  other  countries  of  Latin  America. 

Paraguay,  landlocked  as  it  is,  is  fortunate  in  having  the  Para- 
guay-Parana river  system  as  a  means  of  communication  with  the 
Atlantic.  Asuncion,  the  capitol,  on  the  southern  part  of  the  Paraguay 
River,  is  the  chief  river  port.  The  river  flows  southwai'd  fiom  Asun- 
cion for  some  150  miles  and  joins  the  Parana  River  just  above  the 
Argentinian  city  of  Corrientes.  From  that  point,  the  Parana  makes 
its  way  for  another  800  miles  tlirough  Argentina  to  the  River  Plate 
and  Buenos  Aires* 


NEED  TOR  COKTKflTJED  PARTlCrPATION  IN  U.S.  SUGAR  PROGRAH 

As  a  new  participant  in  the  U»S.  sugar  quota  system,  Paraguay  is 
very  grateful  to  this  committee  for  nuiking  sucli  participation  possi- 
ble,' Paraguay  has  not  forgotten  this  committee^s  efforts  in  that  re- 
gard. Participation  is  a  high  privilege,  carrying  with  it  firm  com- 
mit men  ts  of  fulfillment,  and  also  of  support  in  times  of  economic 
piH^ssure  such  as  exist  these  days.  At  the  same  time,  such  participa- 
tion in  a  relatively  stable  and  an  assured  market  has  enabled  tte 
developing  sugar  industry  of  Pai'agiiay  to  plan  sensibly  and  to  grow 
systematically,  and  thus  to  contribute  more  and  more  to  the  nation ^ 
economic  and  social  necessities. 

Paraguay,  therefoi-e,  fully  supports  legislation  to  extend  the  SuS^^ 


Digitized  by  VjOOQIC 


J 


473 

Act,  due  to  expire  December  31,  1974.  To  enable  the  industry  to 
continue  to  grow  and  to  do  its  share  in  assisting  the  United  States 
as  may  be  required,  Paraguay  seeks  a  slight  increase  in  its  quota  from 
the  1974  level  of  approvimately  8,000  tons,  including  deficit  pro- 
rations, to  a  basic  quota  of  10,000  tons.  It  is  fair  to  predict  that 
such  a  quota  would  carry  with  it  an  additional  deficit  allocation  of 
2,000  tons,  thus  bringing  the  amount  to  a  minimum  of  12,000  tons 
which  Paraguay  is  prepared  to  ship  to  the  United  States  each  year  of 
the  extension  period  contained  in  the  Sugar  Act. 

Increase  in  the  productivity  of  small-scale  agriculture,  a  goal 
stressed  by  Hon.  Robert  S.  McNamara,  president,  World  Bank 
Group,  in  an  address  to  the  Bank's  Board  of  Governors  in  Nairobi, 
Kenya,  September  24,  1973,  is  the  goal  of  Paraguay,  which  partici- 
pation in  the  U.S.  sugar  program  is  making  possible. 

In  summary,  the  reason  for  a  continued,  slightly  increased,  partici- 
pation in  the  U.S.  sugar  program  are: 

(1)  The  sales  from  participation  in  a  stable  market  such  as  the 
United  States,  where  prices  are  maintained  at  an  adequate  level — 
unlike  the  world  market,  characterized  by  sharp  swings  in  prices — 
permits  Paraguay  to  plan  efficiently  and  progressively  for  the 
orderly  development  of  its  industry. 

(2)  Participation  assures  Paraguay  of  essential  foreign  earnings. 

(3)  The  program  assures  steady  work  and  increased  productivity 
to  an  important  sector  of  small-scale  agriculture  dedicated  to  the 
cultivation  of  sugar  cane. 

PERFORMANCE — ^PAST  AND  PRESENT 

Paraguay's  record  for  the  past  2  years,  1972  and  1973,  indicates 
clearly  that  its  commitment  to  the  United  States  has  been  met.  In 
1972,  the  first  year  of  Paraguay's  participation,  7,646  tons  were 
shipped,  inchiding  deficits.  In  1973,  Paraguay  shipped  7,398  tons, 
including  deficits.  These  amounts  constitute  substantial  shipments 
to  the  Ignited  States  over  and  above  the  basic  quota  for  each  year. 
For  1974  Paraguay,  thus  far,  has  been  assigned  a  total  of  8,000  tons, 
including  deficits.  Paraguay  will  fulfill  that  commitment  and  also 
will  and  is  prepared  to  keep  in  reserve  an  equivalent  amount  to  meet 
any  additional  requirements  the  United  States  may  have. 

Fulfillment  of  Paraguay's  present  and  future  commitments  to  the 
Ii^nited  States  lias  been  declared  to  be  the  numl)er  one  priority  of 
the  sugar  industry  and  of  the  Government  of  Paraguay.  It  is  a 
credible  declaration. 

In  tlie  next  5  years,  the  goal  for  annual  production  is  100,000  tons. 
Sugar  is  the  only  commodity  whose  production  and  export  can  be 
quickly  and  efficiently  increased.  Much  more  land  is  available  than 
is  now  utilized  for  tl  e  planting  of  cane.  Thus,  the  goal  set  should 
not  be  too  difficult  to  attain.  The  sugar  industry  during  the  period 
1968-1972  invested  $4,786,56^  for  new  equipment  and  machinery. 
For  tlie  next  5  yeai-s,  1974-19T8,  the  plan  is  to  invest  $1,901,287  for 
the  same  purpose.  These  improvements  represent  sizeable  sums  for 
a  small  country  like  Paraguay,  and  indicate  its  serious  intention  to 
increase  appreciably  tlie  sugar  production  which  will  be  needed  for 
its  own  domestic  consumption  and  for  U.S.  market  requirements, 
plus  adequate  reserves  to  meet  future  contingencies. 

33-136 — 74 31 

Digitized  by  VjOOQIC 


I 


I 
I 


Paraguaj^  has  been  a  good  customer  over  the  years  in  the  purchase 
of  U.S.  agricultural  commodities. 

CAFAGITY   TO    FUIjFILL    COMMITMENTS 

The  production  of  the  1973  harvest  yielded  some  750,000  tons.  Of 
this  amount,  57,000  tons  were  utilized  for  domestic  consumption* 
Shijjments  that  year  to  the  TJnit^  States  totalled  7,398  tons,  in- 
cluding deficits,  as  outlined  above*  3,800  tons  were  shipped  in  the 
world  market  leaving  a  reserve  of  a  little  over  7,000  tons.  This  is  an 
excellent  reserve,  considering  the  size  of  Paraguay's  quota.  5,500 
tons  were  shipped  in  that  market  in  1972.  These  two  world  warket 
shipments  have  thus  in  no  way  impinged  on  Paraguay's  commitment 
to  the  United  States. 

In  this  connection,  Paraguay  states  unequivocallv  that  it  has  not 
engaged  in  commitments,  either  bilateral  or  multilateral,  involving 
participation  in  the  world  market.  It  affirms  that  such  commitment 
will  not  be  engaged  in  during  the  extension  period  of  the  Sugar  Act, 
Its  only  commitment  is,  and  will  continue  to  be,  with  the  United 
States, 

I  THE  BVQAR  IKDUBTRY  OF  PARAGUAY 

The  sugar  industry,  in  its  various  component  parts — planting, 
transporting,  milling,  distribution,  and  supply— has  continued  to 
remain  in  private  hands,  all  of  which  ai^  Paragua>j'an,  Eight  mills 
form  the  industry,  established  and  maintained  with  Paraguayan 
capital.  Its  importance  may  be  gauged  from  the  fact  that  the  industry 
represents  31.8  percent  of  the  Gross  National  Product  of  the  industry 
sector, 

1,508  individuals  work  in  the  mills,  while  18,246  workers  take  care 
of  the  planting,  cultivation,  transporting,  et  cetera,  of  a  total  of 
19.9B4  individuals.  Considering  that  those  persons  are  all  heads  of 
households  and  that  the  average  size  of  a  family  is  about  5.5  person Sj 
it  can  readily  be  seen  that  110,000  persons  are  affected  directly  by  the 
sugar  activities,  or  4.7  percent  of  tlie  total  population  of  the  country* 
Benefits  received  by  the  workers  are  reflected  by  the  fact  that  the 
workers  and  mill  employees  in  the  5-year  period,  1968-1972,  received 
approximately  $7,713,063.  By  the  same  token,  the  purchase  of  cane 
in  1973  was  responsible  for  $4,928,500  paid  by  the  mills;  represent- 
ing 4.83  percent  of  monetary  circulation  within  the  country. 

Ninety-five  percent  of  the  cane  ground  by  the  8  mills  comes  from 
these  small  cane  growers.  There  is  no  large  land  ownership  by  the  mills. 

Agricultural  commodities  account  for  90  percent  of  the  country's 
exports,  of  which  sugar  is  the  fourth  largest, 

KEIATIONSHIP  WITH  THE  UNTTED  STATES 

Paraguay  throughout  its  history  has  demonstrated  its  friendship 
for  and  amicable  relations  with  the  United  States.  In  international 
conferences  and  meetings  during  the  last  10  yeai-s,  for  example, 
there  is  no  single  case  in  which  Paraguay  and  the  United  States  have 
held  opposing  views  on  the  diflFerent  matters  under  consideration. 
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economic  and  social  development,  terrorism  and  other  mat- 
nternational  and  inter- American  concern. 
\iSLj  welcomes  U.S.  investment.  There  is  no  known  case  of 
ation  of  foreign  investment  bv  Paraguay.  During  the  past 
,  many  American  companies  have  found  Paraguay  a  most 
e  place  to  do  business,  such  as  the  Bank  of  America,  the 
xtional  City  Bank,  oil  exploration  companies  like  Penzoilj 
et  cetera;  and  Coca-Cola.  American  officials  and  business- 
ire  about  m  complete  safety  and  freedom.  The  International 
3  Corp.,  one  of  the  largest  meat  packers  in  the  world,  has 
mating  in  Paraguay  for  over  50  years. 

uay  welcomes  in  demonstrable  terms  the  investments  and 
sition  of  foreign  enterprises  which  contribute  to  national  de- 
nt and  many  incentives  are  provided  by  law  for  such  enter- 
:or  example:  Exemptions  from  customers  duties  and  sur- 
affecting  importation  of  machinery,  equipment  and  raw 
s ;  exemption  from  customs  duties  and  surcharges  on  exports 

produced  by  the  investment  company;  exemption  from 
jposits  on  imports;  substantial  reduction  on  payment  of 
e  surcharges;  exemption  from  corporation  taxes;  income  tax 
n  of  25  percent ;  guarantee  for  remittance  of  profits  abroad ; 
ie  for  annual  repatriation  of  invested  capital  of  up  to  20 

and,  exemption  from  obligation  to  use  Paraguayan  per- 
or  up  to  5  years. 

DOMESTIC    CONSUMPTION 

roduction  of  75,000  tons  in  1973  represents  the  highest  in  the 
of  the  country.  Of  this,  57,000  tons  were  expended  for  do- 
onsumption. 

consumers  have  been  enabled  to  buy  sugar  at  a  relatively 
•ice  than  other  products.  In  effect,  participation  by  Paraguay 
J.S.  sugar  quota  program  has  reduced  the  price  to  the  con- 
>  that  in  1972,  for  example,  sugar  accounted  for  a  reduction 
percent  to  2.5  j)ercent  of  the  total  consumer  expenses  of  the 
family.  The  price  is  constant  from  one  comer  of  the  country 
her,  despite  differences  in  transportation  costs. 

ECONOMIC  AND  SOCIAL 

conomic  posture  of  Paraguay  during  197B  was  characterized 
jstantial  increase  in  exports — from  $86,000  in  1972  to  $120,- 
or  a  72  percent  increase,  in  1973.  In  1972,  sugar  represented 
•cent  of  export  earnings.  The  rise  in  exports  enabled  the 
Bank  of  Paraguay  to  increase  its  reserves. 
;uay  being  essentially  a  rural  country,  agriculture  looms 
importance.  It  is  the  activity  which  occupies  manual  labor 
b.  In  1972,  4.3  percent  of  cultivated  land  was  devoted  to  the 
on  of  sugar,  occupying  2.63  percent  of  the  economically 
lopulation. 

imports  include  foodstuffs,  machinery,  transportation 
nt,  textiles,  fuels,  and  lubricants. 
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f  GONCLUBION  ^^| 

In  summarj,  the  importance  of  Paraguay's  participation  in  the 
U.S*  sugar  program  is  clear.  Sugar  offers  a  liveuhood  to  4.7  percent 
of  the  total  population  of  Paraguay,  occupies  2,63  percent  of  the 
economically  active  population,  puts  in  circulation  4,83  percent  of 
the  country's  monetary  instruments  and  represents  between  2-3  per- 
cent of  exports.  The  sugar  industry's  development  involves  the  de- 
velopment of  the  country  through  the  industry's  importance  and 
place  in  the  national  economic  structure.  In  this  process  the  U.S. 
su^ar  quota  system  has  been  a  major  contributing  factor. 

Thank  you,  Mr,  Chairman  and  members  of  the  committee  for  jour 
kind  attention. 

Mr.  IlAmcK  [presiding].  Thanlc  you  very  much,  Mr,  Kaplan,  The 
prorodiii'o  of  the  commit  tee  is  that  after  Iist(?uiug  to  all  the  wit- 
nesses we  will  then  invite  you  back  to  the  witness  table  for  any 
questions  members  may  have.  If  you  will  be  able  to  remain,  we  wou]d 
appreciate  it,  sir* 

Mr.  Kaplan.  Thank  you,  sir. 

Mr.  Rarice.  The  next,  witne^ss  is  Mr.  Edward  L.  Merrigan,  attor- 
ney  at  law,  Smathers,  Merrigan,  and  Herlong,  representing  the 
Venezuelan  Govermnent  and  sugar  industiy. 

STATEMENT  OF  EBWAED  I.  MEBKiaAN,  EEPEESENTING  THE 
VEHEZTJEIAN  GOVEKNMEHT  AND  SUGAR  INDUSTEY 

Mr.  Merhtgan.  Thank  you,  Mr.  Chairman.  My  name  is  Edward 
L,  Merrigan*  I  am  a  member  of  the  law  firm  of  Smathers,  Merrigan 
&  Herlong  and  I  appear  here  today  on  beKalf  of  the  sugar  industry 
of  Venezuela.  I  am  accompaiiied  by  Dr*  Marcel  Carvallo,  general 
manger  of  the  Venezuelan  Suf^ar  Distributing  Association.  Dr.  Car- 
vallo  is  a  graduate  of  Penn  State  University;  he  has  managed  the 
Venezuelan  Sugar  Association  since  1956;  and  he  is  recognized  as 
an  outstanding  authority  in  the  sugar  industry.  With  your  jjer- 
mission,  he  will  assist  me  in  answering  any  questions  Vegarding 
Venezuela  and  its  sugar  industry  which  the  committee  might  wL&h 
to  ask. 

In  compliance  with  the  requirements  of  the  Foreign  Agents  Rt^^is- 
tration  Act  of  1938,  as  amended,  we  have  labeled  all  copies  of  tHi^ 
testimony  in  the  manner  prescribed  by  the  Attorney  General  and  of 
eourse,  your  committee  has  had  ready  access  to  all  statements  filed  by 
us  \vith  the  Depart^ment  of  »Justice  under  that  statute. 

Venezuela,  of  course,  favors  the  provisions  of  ILK,  12525i  in- 
troduced by  Chairman  Poage  and  IMr.  Wampler,  which  would  ei- 
tend  the  Sugar  Act  for  an  additional  5  years,  Venezuela,  in  turn* 
desires  very  much  to  continue  its  participation  in  the  U.S.  sugar 

Srogram,  and  even  in  the  face  of  the  extremely  serious  di'ought  cou- 
itions  which  have  plagued  the  agricultural  areas  of  that  coimtrj' 
since  1973,  it  intends  to  take  every  action  available  to  it  to  assure 
its  ability  to  resume  the  full  supply  of  its  quota  commitments  at  tl 
earliest  possible  date. 
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Indeed,  as  we  shall  endeavor  to  demonstrate,  it  is  essential  for 
Venezuela  to  continue  to  diversify  its  economy  and  to  reduce  its 
almost  total  dependence  on  nonrenewable  supplies  of  oil,  large  as  they 
might  presently  seem  to  be.  The  success  of  this  diversification  pro- 
gram is  vitally  important  not  only  to  Venezuela,  but  to  the  United 
States  and  the  entire  Latin  American  community  as  well.  The  most 
important  step  in  that  direction  to  date  has  been  the  dramatic  ex- 
pansion of  Venezuela's  sugar  industry.  Large  investments  have  been 
made  in  new  sugar  mills,  and  the  Grovemment  of  Venezuela  has 
joined  hands  with  private  enterprise  to  guarantee  that,  over  the 
years  and  absent  drought  conditions  such  as  those  recently  exper- 
ienced in  1973,  Venezuela  will  continue  its  expanding  role  as  one 
of  the  largest  sugar  producing  nations  in  South  America. 

One  of  the  most  important  factors  underlying  the  growth  of 
Venezuela's  sugar  industry,  of  course,  has  been  its  increased  partici- 
pation in  the  U.S.  sugar  program.  Until  1972,  Venezuela  had  one  of 
the  smallest  quota  allocations  in  the  entire  program.  Its  basic  quota 
was  only  11,300  tons  a  year,  while  some  of  its  neighbors  in  South 
America  enjoyed  basic  quotas  of  more  than  200,000  tons.  In  1971, 
Congress  recognized  this  inequity,  and  Venezuela's  basic  quota  was 
increased  to  approximately  40,000  tons  a  year.  Venezuela  faithfully 
met  all  of  its  quota  commitments  under  this  new  allocation  in  1972 
and  in  1973,  until  its  agricultural  regions  were  stricken  with  one 
of  the  most  severe  droughts  in  the  nation's  history. 

Those  drought  conditions  finally  seem  to  be  abating  so  that  the 
industry  will  now  be  able  to  return  to  normal  pr^uction,  and 
Venezuela  will  once  again  be  in  a  position  to  meet  all  of  its  quota 
commitments  to  the  United  States. 

Venezuela  thus  urges  the  House  Agriculture  Committee  to  retain 
the  present  quota  allocation  assigned  to  Venezuela  in  the  legisla- 
tion now  under  consideration  on  the  basis  of  Venezuela's  unqualified 
commitment  to  resume  the  complete  fulfillment  of  that  quota  at  the 
earliest  possible  date,  that  is,  as  soon  as  sugar  production  in  that 
country  can  recoup,  now  that  the  drought  of  1973  seems  to  be 
ending. 

With  this  brief  introduction,  we  shall  now  address  ourselves  to 
the  various  factors  in  which  this  committee  expressed  interest  in  its 
notice  to  witnesses  of  February  4,  1974. 


The  Government  of  Venezuela,  patterned  after  the  U.S.  Govern- 
ment, is  a  bulwark  of  democracy  in  Latin  America  and  is  among  the 
U.S.  closest  friends  and  allies  in  the  Western  Hemisphere. 

The  Government  of  Venezuela  is  a  free,  constitutional,  democratic 
form  of  government,  patterned  closely  after  the  Federal  Government 
here  in  the  United  States.  The  President  and  Congress  of  Venezuela 
are  elected  by  the  people  in  free,  open  elections,  and  the  Supreme 
Court  of  Venezuela  consists  of  Justices  elected  by  the  Congress.  The 
Venezuelan  constitution,  of  course,  safeguards  the  basic  rights  and 
privileges  of  the  people  of  that  country. 

Your  committee  also  undoubtedly  knows,  Mr.  Chairman,  that 
Venezuela,  like  many  of  the  countries  that  come  before  it,  is  a  mem- 
ber in  good  standing  of  the  United  Nations,  the  Organization  of 
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Ajxierican  States,  the  Alliance  for  Progress,  the  International  Bank  \ 
for  Reconstruction  and  Development,  the  International  Monetary   ! 
Fund,  the  International  Finance  Corporation,  the  Inter-American 
Development  Bank,  the  International  Labor  Organization,  and  the 
International  Civil  Aviation  Organization. 

For  more  than  a  century  and  a  half  the  United  States  and  Veae- 
•zuela  have  enjoyed  close,  friendly  relations.  As  early  as  1824,  the 
two  countries  entered  into  a  Treaty  of  Friendship^  iNavigation  and 
Commerce.  The  ensuing  years  witnessed  a  long  series  of  commercial 
and  reciprocal  trade  agreements,  and  today  our  country  and  Vene- 
zuela continue  to  enjoy  sound,  friendly,  profitable  business  and  trade 
relations.  In  fact,  President  Nixon  emphasized  in  1970  that  Vene- 
zuela is  the  U.S.  major  trading  partner  m  all  the  Americas,  and  that 
the  two  countries  have  always  enjoyed  a  close  relationship  of  peace 
and  friendship. 

In  times  of  war  and  international  tension,  Venezuela  has  always 
been  a  staunch  ally  of  the  United  States.  Immediately  after  Pearl 
Harbor  was  attacked  in  1941,  Venezuela  declared  war  on  Japan  and 
Germany.  During  that  war  and  those  that  followed,  it  has  been  a 
continuing  vital  source  of  supply  of  oil,  both  to  the  United  States  and 
to  our  allies  overseas.  During  the  Cuban  missile  crisis,  Venezuela 
steadfastlv  supported  the  United  States.  Today,  it  is  one  of  tJie 
strongest  bulwarks  of  democracy  against  Communism  in  Liatin  Amer- 
ica, and  it  continues  to  be  one  of  our  country's  major  sources  oi 
supply  of  oil  and  petroleimi  products. 

Accordingly,  it  is  respectfully  submitted  that  the  close,  friendly 
relations  which  have  historically  existed  and  still  exist  today  be- 
tween Venezuela  and  the  United  States  merit  the  highest  possible 
consideration  for  Venezuela  in  the  distribution  of  our  foreign  sugar 
quotas. 

n. 

Until  the  extensive  drought  of  1973,  Venezuela  fulfilled  all  of  its 
quota  commitments  imder  the  Sugar  Act  and  it  intends  to  give 
unqualified  priority  to  its  quota  responsibilities  in  the  future. 

Geographically,  of  course,  Venezuela,  located  on  the  northern 
coast  of  South  America  in  the  Caribbean,  is  usually  one  of  the  most 
dependable,  natural,  nearby  sources  of  sugar  supply  for  the  United 
States.  Until  1973,  when  the  agricultural  and  grazing  regions  of  the 
country  were  subjected  to  one  of  the  most  debilitating  droughts  in 
the  history  of  the  nation,  Venezuela  readily  fulfilled  au  of  its  quota 
allocations  under  the  Sugar  Act  without  any  difficulty  whateoever. 
This  is  amply  demonstrated  by  the  following  statistics  prepared 
by  the  U.S.  Department  of  Agriculture: 


Year 

Basic 

quota 

allocation 

Temporary 

quota 

proration 

Deficit 

quota 

proration 

X 

UMMd 

1866 

1967 

1968 

1969 

1970                      

10,511 

10.929 

11.426 

11,126 

12.362 

11,053 
11,650 
12,301 
11,902 
13,542 
13. 127 
13,617 

2,469 
3.188 
7  429 
9,172 
6,175 
5,169 
16,163 

25,767 
31,156 
32,200 
32.079 
30,384 

70,  ao 

0 
0 
0 
0 
€ 

1971... 

1972 

12,098 

40,430 

"2 
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Moreover,  the  Venezuelan  sugar  industry  compiled  this  excellent 
performance  record  under  the  Sugar  Act  during  a  period  when 
local  sugar  consumption  in  Venezuela  itself  climbed  from  384,000 
tons  a  year  in  1966  to  approximately  530,000  tons  in  1973.  Accord- 
ingly, under  normal  weather  conditions,  the  Venezuelan  industry 
demonstrated  its  ability  not  only  to  keep  pace  with  the  growing 
sugar  requirements  at  home,  but  also  to  fill,  without  deficit,  what- 
ever quantity  of  sugar  it  was  permitted  to  supply  to  the  U.S.  market 
under  the  Sugar  Act. 

During  the  first  few  months  of  1973,  before  the  drought  condi- 
tions took  hold,  Venezuela  continued  to  meet  all  of  its  (juota  obliga- 
tions to  the  United  States.  It  exported  31,760  tons  to  this  country  in 
February  and  March  1973,  and  it  fully  intended  to  comply  with  its 
remaining  quota  obligations.  However,  as  the  year  progressed  and 
the  lack  of  rainfall  continued,  it  became  increasingly  clear  that 
Venezuela  would  not  be  able  to  meet  even  its  own  domestic  require- 
ments for  the  remainder  of  1973.  Indeed,  by  the  end  of  the  year,  the 
actual  production  of  sugar  was  down  to  only  539,000  tons  whereas 
in  January  1973,  before  the  impact  of  the  drought,  the  estimated 
production  for  1973  was  641,724  tons — a  production  figure  which 
would  have  enabled  Venezuela  to  meet  all  of  its  own  domestic 
requirements  (530,260  tons),  all  of  its  quota  obligations  to  the 
United  States  (approximately  70,000  tons),  its  historical  supply 
commitments  to  the  offshore  islands  of  Aruba  and  Curacao  (ap- 
proximately 8,000  tons)  and  still  establish  a  sizable  reserve  for 
the  year  (approximately  33,464  tons.) 

The  severity  of  the  drought  conditions  is  perhaps  best  demon- 
strated by  the  fact  that,  before  1973  ended,  Venezuela,  which  in 
recent  years  has  always  possessed  large  surplus  supplies  of  sugar 
for  export,  was  suddenly  required  to  import,  on  an  emergency  basis, 
33,400  tons  of  sugar  to  meet  its  own  domestic  requirements  and  to 
maintain  a  small  basic  reserve.  But  as  indicated  above,  even  during  a 
period  of  such  adversity,  Venezuela  nevertheless  shipped  approxi- 
mately one-half  of  its  1973  quota  commitment  to  the  United  States, 
while,  of  course,  it  made  no  sales  whatsoever  on  the  world  market, 
where  the  price  paid  for  sugar  was  substantially  higher  than  either 
the  U.S.  price,  the  Venezuelan  price,  or  the  price  paid  for  the  small 
shipments  made  to  the  offshore  islands  of  Aruba  and  Curacao,  which 
historically  have  been  considered  part  of  Venezuela's  own  domestic 
sugar  market. 

Unfortunately,  however,  as  this  Committee  on  Agriculture  will 
undoubtedly  recognize,  since  the  severe  drought  conditions  men- 
tioned above  have  not  yet  completely  abated,  it  will  be  utterly  im- 
possible for  Venezuela  to  recover  sufficiently  this  year  to  meet  its 
1974  quota  obligation  to  the  U.S.  market.  The  sugar  industry  has 
made  every  effort  to  come  up  with  some  solution  wluch  would  enable 
Venezuela  to  meet  its  1974  Sugar  Act  commitment,  but  unfortunately 
that  is  simply  impossible.  ^  .        >        .    ; 

Venezuela,  however,  is  totally  committed  on  the  highest  priority 
basis  to  a  sugar  production  program  which  will  enable  it  henceforth 
to  meet  all  of  its  future  quota  commitments  to  the  United  States,  as 
it  did  religiously  prior  to  the  drought  of  1973.  Steps  have  been 
taken  and  will  continue  to  be  taken  to  increase  Venezuela's  annual 
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production  in  1975  and  ensuing  years  to  levels  which  will  guarantee 
Venezuela's  ability  simultaneously  to  meet  its  own  growing  con- 
sumer requirements,  its  qxtota  alldcatiojis  und^r  the  Sugar  Act,  and 
to  establish  ample  reserves  needed  to  supporl  both  its  domestic  and 
U.S.  supplies.  Millions  of  dollars  have  been  invested  in  two  new 
mills  which  are  now  ready  to  operate,  and  other  important  actions 
are  under  consideration  to  assure  tliat,  from  this  point  forward, 
Venezuela's  relatively  young  sugar  industry  will  never  again  be 
so  completely  victimized  by  unexpected  adverse  weather  conditions* 

Tu  this  connection,  the  coiTunittee^s  attention  is  directed  to  the 
following  facts  which  conlirni  that  the  Venezuelan  sugar  industry 
is  indeed  a  reliable  source  of  future  sugar  supply  for  the  United 
States: 

1,  The  industry  is  managed  and  technically  supervised  by  Vene- 
zuelans who  were  educated  in  some  of  our  leading  American  col- 
leges and  universities. 

2.  Venezuela's  sugar  mills  are  modern,  up-to-date,  automated 
facilities,  equipped  to  a  large  degree  by  machinery  and  equipment 
manufactured  here  in  the  United  States.  Venezuela's  investment 
in  sugar  mill  equipment  purchased  from  the  United  States  is  close 
to  $100  million.  As  indicated,  two  brand  new  mills  recently  went  into 
operation  and  five  more  mills  are  in  the  planning  stage.  The  new 
mills  involved  an  investment  of  $23  million* 

3.  The  industry  presently  consists  of  16  mills,  which  have  a  maxi- 
mum  production  capacity  of  1  million  shoit  tons  a  year.  The  ma- 
jority of  the  mills  are  privately  owned,  and  they  produce  the  ma- 
jority of  Venezuela's  sugar.  The  balance  are  owned  in  whole  or  in 
part  by  the  government.  In  a  normal  production  year,  the  sugar 
industry  processes  over  6,500,000  short  tons  of  cane  per  year, 
produced  on  more  than  approximately  2,000  privately  owned  farms, 

4,  All  of  the  mills  are  located  in  regions  having  the  best  agricd- 
tural  characteristics  in  Venezjucla,  and  all  are  close  to  modern,  active 
port  facilities  which  are  easily  accessible  over  first-class,  pavd 
roads. 

5.  Until  the  drought  of  197B,  production  in  existing  sugar  cane 
areas  in  Venezuela  had  steadily  increased  over  the  years,  and  a  study 
made  in  1971  indicated  that  production  capacity  is  capable  oi 
doubling*  _     ^  , 

6,  The  Venezuelan  Sugar  Distributing  Association,  the  industry's 
trade  and  marketing  association,  constantly  conducts  economic  studies 
and  does  researt*h  to  guarantee  that  the  industry  will  remain  modern, 
efficient,  and  highly  productive,  ■ 

In  conclusion,  therefore,  Mr,   Chairman,  we  submit  that  Tene-  1 
zuela  has  always  given  its  commitments  to  the  United  States  uiid<^i' 
the  Sugar  Act  the  highest  possible  priority;  that  it  has  alwajs 
meticulously  fulfilled  those  commitments  except  during  1973  and 
19Y4  when  the  country  was  stricken  by  a  severe  drought ;  that  it 
plans  henceforth  to  continue  to  fulfill  all  of  its  tjuota  commitments 
to  the  United  States  and  to  endeavor  to  establish  substantial  re- 
serves to  support  its  ability  to  continue  to  do  so  ^  and  that  it  has 
recently  inve-sted  millions  of  dollars  in  new  sugar  mill  facilities 
and  that  other  similar  investments  are  planned  which  will  vastly 
increase  Venezuela's  capacity  to  produce  sugar  it  needs  to  meet 
its  own  requirements  and  its  obligations  under  the  Sugar  Act. 
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It  should  also  be  emphasized  here  that,  unlike  numerous  other 
nations  which  enjoy  quota  allocations  under  the  Sugar  Act,  Vene- 
zuela does  not  enjoy  any  other  preferential  market  or  commitment 
for  the  purchase  of  its  sugar  supplies,  and  to  date,  its  participation 
in  sales  on  the  world  market  has  been  extremely  limited,  small  and 
sporadic.  In  other  words,  the  United  States  is  and,  since  1966,  always 
has  been  Venezuela's  only  real,  steady  export  market. 

in 

Venezuela  has  steadily  ranked  highest  in  Latin  America  in  the 
purchase  of  agricultural  products  from  the  United  States  and  among 
the  highest  in  the  Western  Hemisphere  in  imports  of  all  types  from 
the  United  States.  Worldwide,  it  is  among  the  top  importers  of  U.S. 
goods  and  services,  however,  over  the  years  from  1959-1973,  Vene- 
zuela has  suffered  a  substantial  overall  deficit  in  its  balance  of  pay- 
ments with  the  United  States,  a,  deficit  which  only  now  is  in  the 
process  of  rectification.  Finally,  Venezuela  has  never  received  any 
substantial  aid  payments  from  the  United  States. 

As  stated  above.  President  Nixon  recently  described  Venezuela 
as  "our  major  trading  partner  in  all  the  Americas."  In  a  study  pre- 
pared by  this  committee  in  1970,  entitled  "The  United  States  Sugar 
Program,"  statistics  were  produced  to  show — 

1.  That  in  most  recent  years,  Venezuela  was  first  in  Latin  America 
in  imports  of  agricultural  goods  and  products  from  the  United 
States.  In  1969,  for  example,  Venezuela  spent  $90  million  on  agri-. 
cultural  purchases  from  this  country.  In  1973,  the  figure  was  altnost 
twice  that  high; 

2.  That  in  most  recent  years,  Venezuela  was  second  only  to  Mexico 
in  Latin  America  in  imports  of  all  types  of  goods  from  the  United 
States.  In  1969,  for  instance,  Venezuela  spent  a  total  of  $704  million 
on  total  purchases  from  the  United  States.  In  1973,  the  figure  was 
over  $1  billion;  and  finally, 

3.  That  on  a  per  capita  basis,  Venezuela,  with  a  population  of  only 
about  10  million  persons,  is  far  and  away  the  leading  Latin  Ameri- 
can purchaser  of  U.S.  goods  and  services. 

Indeed,  Venezuela  today  ranks  fourth  in  the  Western  Hemisphere 
and  11th  in  the  entire  world  among  the  purchasers  and  importers  of 
goods  and  services  from  the  United  States,  and  its  purchases  here 
have  steadily  increased  over  the  years.  For  example,  the  committee's 
1970  report  mentioned  above  pointed  out  that  Venezuela's  purchases 
from  the  United  States  had  increased  steadily  from  $583  million  in 
1967  to  a  projected  $811  million  in  1971.  Actually,  in  1973,  the  figure 
was  over  $1  billion.  This  record  has  been  attained,  of  course,  without 
any  reliance  by  Venezuela  on  purchases  under  Public  Law  480. 

Simultaneously,  Mr.  Chairman,  the  record  before  the  committee 
during  the  1971  hearings  on  the  Sugar  Act  shows  that  while  Vene- 
zuela historically  enjoyed  a  favorable  balance  of  trade  with  the 
United  States  (principally  oil  exports  over  imports),  it  lievertheleiss 
suffered  more  than  a  $2.2  billion  deficit  in  Balance  of  Payments 
with  the  United  States  during  the  period  from  1959-1968.  The 
importance  of  those  statistics,  of  course,  lies  in  the  fact  that  Vene- 
zuela paid  more  for  what  it  imported  from  us  than  we  paid  for  the 
oil  and  other  materials  we  received  from  that  country  here  in  the 
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United  States.  That  overall  deficit  in  Balance  of  Payments  con- 
tinued over  the  period  through  1973,  albeit  the  trend  commenced 
to  reverse  in  1969. 

Certainly,  Mr.  Chairman,  there  can  be  no  doubt  about  the  fact  that 
Venezuela  is  one  of  our  country's  most  important  trading  partners— 
both  on  the  import  and  export  side  of  the  led&er.  Today,  auring  <rar 
current  energy  crisis,  Venezuela  has  continued  to  supply  the  oil  we 
need  so  badly.  In  fact  statistics  for  the  last  quarter  oi  19t3  show  that 
Venezuela  actually  increased  its  oil  exports  to  the  United  States  by 
40  percent,  while  other  nations  in  the  world  were  subjecting  us  to 
an  oil  embargo. 

In  sum  and  substance,  therefore,  Venezuela  urges  this  committee 
to  consider  this  total  picture  when  it  allocates  quotas  under  the  Sugar 
Act  later  this  year,  and  to  preserve  intact  the  existing  quota  assign^ 
to  Venezuela. 

IV 

Venezuela  shares  the  benefits  of  participation  in  the  U.S.  sugar 
market  with  the  sugar  farmers  and  sugar  workers;  and  since  the 
sugar  production  force  is  the  second  largest  work  force  in  Venezuela, 
its  welfare  is  of  prime  importance  to  the  democratic  govermnent 
of  Venezuela. 

One  of  the  most  important  aspects  of  the  Venezuelan  sugar 
industry  is  the  magnitude  of  employment  it  generates.  There  are 
approximately  30,000  persons  permanently  employed  in  the  industry, 
and  another  30,000  or  more  persons  are  temporariljr  employed  during 
the  sugar  harvest.  Accordingly,  this  industry  which  employs  more 
than  60,000  persons,  is  the  second  largest  employer  in  Venezuela.  By 
comparison,  the  oil  industry  in  Venezuela  employs  only  about  one- 
third  that  number  of  employees. 

Labor  relations  in  the  Venezuelan  sugar  industry  have  been  ex- 
cellent and  have  produced  outstanding  benefits  for  the  workers. 
The  work  force  is  represented  by  a  strong  union  and  as  bargaining 
agent  for  the  employees,  the  union  has  negotiated  model  ccSlective 
bargaining  contracts  for  their  benefit.  In  addition  to  relatively 
high  daily  rates  of  pay  for  both  the  industrial  and  agricultural 
emj^loyees,  these  contracts  provide — 

(i)  Fringe  benefits  in  addition  to  the  base  industrial  salary; 

fii)  Increased  wages  for  night  and  overtime  work; 

(iii)   Paid  days  off  for  sic£iess; 

(iv)   Paid  vacations; 

(v)  Medical  assistance;  and 

(vi)  Numerous  other  miscellaneous  benefits. 

Moreover,  mill  owners  in  Venezuela  have  long  ago  establishedt 
financed,  and  operated  Consumer  Cooperatives  among  tneir  employees 
and  have  carried  out  a  program  whereby  practically  every  worker 
in  the  industry  has  been  allowed  to  purchase  and  own  his  own  home 
and  have  contributed  to  life  insurance  programs  for  the  employees. 
Finally,  the  industry  has  established  a  i)rofit-sharing  system  wnere- 
under  the  sugar  workers  share  in  the  mill  owners'  profits,  and  thus 
they  receive  additional  salary  as  their  share  of  operating  profits. 

It  is  not  surprising,  therefore,  that  the  Organization  of  American 
States  has  heretofore  referred  to  the  collective  bargaining  con- 
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ct  in  the  Venezuelan  sugar  industry   as  "a  model   for  L«tin 

aerica." 

These  modem  labor-management  arrangements  and  the  relatively 

^h  wages  earned  by  empfoyees  in  the  sugar  industry  have  con- 

buted  substantially  to  the  fact  that  Venezu^a  has  ranked  first  in 

tin  America  in  average  per  capita  income, 

CONCLUSION 

Venezuela  urges  the  House  Agriculture  Committee  favorably^  to 
Dort  H.E.  12525  to  extend  the  Sugar  Act  for  5  years  commencing 
1975   and  to  preserve  intact  the  quota  presently  assigned  to 
-nezuela. 

Mr.  Rarick.  Thank  you  very  much,  Mr.  Merrigan,  for  an  excellent 
isentation.  I  am  sure  some  of  the  members  may  later  have  some 
estions,  so  if  you  will  be  able  to  remain,  we  will  ask  you  to 
it  until  all  the  other  witnesses  have  testified. 
Mr.  Merrigan.  Thank  you. 

Mr.  Rarick.  Our  next  witness  is  Mr.  Blake  Franklin,  attorney  at 
V,  representing  the  Association  of  Sugar  Cane  Growers  of 
►lombia. 

ATEMENT  OF  BLAKE  FRANEUN,  REFBESEHTINO  TEE  ASSOCIA- 
TION OF  SUGABCANE  GBOWEBS  OF  COLOMBIA 

Mr.  Franklin.  Mr.  Chairman,  as  you  have  mentioned,  my  name  is 
ake  Franklin,  and  I  am  with  the  law  firm  of  Coudert  Brothers,  in 
ashington,  D.C.  We  appear  on  behalf  of  the  Associacion  Nacional 
Cultivadores  de  la  Cana  de  Azucar,  the  Association  of  Sugar 
ine  Growers  of  Colombia,  a  private  sugar  association.  We  have 
ed  the  required  registration  statements  with  the  Department  of 
istice  and  the  Congress.  I  would  like  to  note  that  Mr.  Enrique 
enegas  is  also  in  the  hearing  room  and  wUl  be  glad  to  answer 
lestions  if  the  committee  will  allow  him. 

Colombia  requests  the  allocation  of  a  quota  which  will  permit  the 
inual  exportation  to  the  United  States  of  120,000  tons  of  sugar. 
nder  the  current  legislation,  Colombia's  quota  is  1.36  percent,  which 
anslates  into  a  basic  quota  of  45,405  tons  and  a  total  with  prorations 
E  83,591  tons.  If  that  percentage  figure  were  doubled,  and  the  pro- 
itions  of  deficits  continue  to  be  allocated  as  they  have  been,  Coiom- 
la  would  be  able  to  enjoy  a  total  quota  of  approximately  120,000 
ms. 

Colombia  first  exported  sugar  to  the  United  States  in  1961,  and 
olombia  has  always  given  preference  to  the  U.S.  market.  In  1962, 
)r  example,  even  though  Colombia  did  not  enjoy  a  quota  and 
^her  countries  were  not  supplying  the  United  States,  Colombia  (ihose 
)  export  sugar  only  to  the  American  market,  at  6^  cents  per  pound, 
i  a  time  when  the  world  market  price  was  approximately  12V2  cents 
er  pound.  In  1965,  Colombia  was  first  granted  a  quota  and  since 
lat  time  Colombia  has  faithfully  supplied  all  tonnages  authorized — 
icluding  all  deficit  prorations — and  has  never  had  a  deficit.  During 
le  3  years  which  have  passed  since  the  last  amendments  to  the 
ugar  Act,  Colombia  fulfilled  adjusted  quotas  of  58,269  tons  in 
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1971 ;  78,513  tons  in  1972;  and  74,742  tons  in  1973.  In  1974  Colombia 
will  export  to  the  United  States  83^591  tons,  the  amount  currently 
allocated,  and  any  other  amonnts  authorized  by  the  Department  of 
Agrir^idture. 

Colombia  currently  produces  approximately  850,000  metric  tons 
of  sugar  annually,  and  domestic  consumption  accounts  for  650,000 
metric  tons.  Therefore  approximately  200,000  metric  tons  are  avail- 
able for  esrport.  During  the  past  3  years  Colombia  supplied  the 
^vorUl  ^r.>\Uf  with  n^, 8 70  tons  in  1971,  142,097  tons  in  1972,  and 
82,303  tons  in  1973,  Even  in  times  of  temporary  shortaores  due  to 
implement  weather  or  greatly  increased  domestic  consumption,  when  ■ 
the  Colombian  Govermnent  has  suspended  sugar  exports  to  other ■ 
markets,  it  has  always  maintained  exports  to  the  United  States 
and  has  always  fulfilled  its  quota. 

Because  sugai"  production  is  a  year-round  activity  in  Colombia, 
at  aiiy  given  time  approximately  15  percent  of  the  production  is 
stored  in  warehouses  as  raw  sugar  for  export.  Therefore  Colombia 
has  been  able  to  meet,  all  adjustments  which  in  effect  have  increased 
her  share  of  the  U*S,  market. 

The  Colombian  sugar  industry  is  located  in  the  valley  of  the  Cauca 
River,  one  of  the  world's  best  are.as  for  the  cultivation  of  sugarcane. 
In  that  valley,  nature  permits  year-round  planting,  harvest! ug,  and 
milling  of  the  cane.  Some  281,000  acres  were  in  cultivation  in  1973i 
and  in  any  one  year,  approximately  65  to  70  percent  of  the  total 
area  is  ^larvested  and  milled,  Therefore,  in  1973  almost  190,000  acres, 
with  an  average  production  of  over  36  tons  per  aci'e,  were  harvested 
That  average  was  low  because  of  a  year-long  drought;  in  1971,  far 
example,  almost  41.5  tons  per  acre  were  harvested,  I  would  liketo 
note  here  that  despite  the  drought,  the  Cauca  Yalley  has  an  extensive 
system  of  irrigation  and  the  Cauca  Valley  Corp.,  which  is  modeled 
after  the  TVA,  has  invested  more  money  in  the  past  year  in  extending 
this  irrigation  system. 

In  1974.  almost  18,000  additional  acres  will  be  seeded;  the  goal  is 
to  increase  the  area  of  cultivation  so  that  by  1980  there  will  be  a 
tot^al  of  S38,700  acres  under  cultivation.  C^olombia  today  has  20 
sugar  mills  in  operation  with  an  installed  capacity  of  40,344  torn 
per  24-hour  day.  That  capacity  is  presently  utilized  to  an  extent  oi 
84  percent.  By'  1976 j  the  capacity  will  be  increased  to  40,919  tons 
per  day.       ,  ^ 

Two  new  sugar  mills  are  now  under  construction  in  the  noHli 
of  the  Cauca  Valley  and  in  the  northwest  of  Colombia,  in  the  De- 
partment of  Santander.  Each  of  them  will  have  a  daily  milling 
capacity  of  approximately  3^850  tons.  The  first  will  come  on  stream 
in  early  1976  and  the  otlier  will  begin  operations  in  1977* 

Tlie  new  plants  are  an  indication  of  the  Colombian  Governraent's 
development  plans  for  the  sugar  industry.  Exports  of  sugar  ate 
an  important  earner  of  foreign  exchange  for  Colombia;  in  the  last 
3  years  sugar  exports,  not  onlj  to  the  United  States  but  to  otlier 
markets,  provided  Colombia  with  an  average  annual  income  of  W 
million.  Last  year,  the  Colombian  Congress  passed  a  law  to  create  » 
national  agricultural  fund  which  provides  financing  at  favorable 
rates  for  the  growers  of  sugarcane  and  producers  of  sugar. 

All  of  the  Colombian  sugar  mills  are  privately  owned  by  Coloto- 
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bian  citizens.  The  two  new  mills  are  being  constructed  with  govern* 
rnent  assistance,  but  once  in  operation  the  government's  participa* 
tion  will  be  offered  on  the  market  to  private  citizens. 

The  sugar  mills  do  not,  however,  control  all  of  the  plantations 
which  provide  them  with  cane.  About  39  percent  of  the  cultivated 
lands  and  the  production  belong  to  the  mills  or  to  the  companies 
affiliated  with  them.  The  remainder  of  approximately  61  percent 
is  owned  by  other  private  parties  who  have  long-term  supply  con- 
tracts which  guarantee  the  necessary  supplies  of  cane  to  the  mills  and 
permit  the  benefit  of  an  assured  market  to  the  growers.  These  inde- 
pendent suppliers  are  either  individuals  or  companies  whose  typical 
land  holdings  amount  to  approximately  300  acres  each. 

At  the  present  time  the  Colombian  sugar  industry  employs  32,758 
workers.  In  1970,  that  figure  was  only  26,479 — an  increase  of  24  per- 
cent in  the  past  3  years.  It  is  hoped  that  by  1976  there  will  be 
almost  36,000  persons  employed  in  the  industry,  and  by  1980  almost 
43,000.  About  96  percent  of  those  involved  are  workers  in  the  mills, 
in  the  shops  and  in  the  field,  and  this  employment  represents  a  sig- 
nificant portion  of  the  semiskilled  and  unskilled  manual  labor  force 
which  is  available  in  the  cane  growing  region. 

Workers  in  the  sugar  industry"  are  all  unionized,  and  the  union 
movement  is  characterized  by  a  democratic  organization  which  has 
been  able  to  win  salaries  more  than  50  percent  higher  than  the  legally 
required  minimums  as  well  as  social  benefits  of  all  kinds,  including 
the  provision  of  schools,  scholarships,  medical  services,  copiiniss:iries, 
cooperatives,  and  recreational  services.  In  the  last  8  years,  the  Colom- 
bian sugar  industry  has  spent  approximately  $12  million  building 
schools,  social  centers,  hospitals,  and  child  care  centers.  In  the  15 
years  since  Colombia  began  to  export  sugar  there  have  been  no 
strikes  or  labor  disturbances  which  have  had  any  effect  upon  the 
annual  production  of  sugar. 

It  is  worth  noting  that  it  might  be  more  convenient  and  less  ex- 
pensive to  mechanize  many  of  the  tasks  currently  handled  by  labor- 
ers ;  but  the  industry  has  not  done  so  in  order  to  take  advantage  of 
the  great  population  resources  available  and  to  provide  employment 
for  as  many  as  possible. 

Colombia  now  exports  its  sugar  through  the  port  of  Buenaventura 
on  the  Pacific  coast,  which  is  equipped  for  mechanized  loading  of 
sugar  and  therefore  continues  to  operate  even  in  inclement  weather. 
The  terminal  belongs  to  the  sugar  industry  and  is  used  only  for  the 
export  of  crude  sugar  and  molasses. 

From  the  center  of  the  su<rar  producing  region  to  the  port  is  a  dis- 
tance of  approximately  80  miles ;  the  suiirar  is  transported  either  by 
railway  or  by  a  modern  highway.  The  short  distances  involved  and 
the  mechanized  loading  dock  pro\Hle  for  a  reliable  system  of  trans- 
port from  the  Colombia  sugar  fields  to  the  United  States. 

In  summary,  it  is  clear  that  Colombia  has  proven  to  be  one  of 
the  most  reliable  sources  of  sugar  to  the  U.S.  market.  Colombia  has 
ne\er  had  a  deficit  or  a  shoitfall  in  sugar  and  Colombia  will  pro- 
vide the  entire  tomiage  allocated  for  1974.  Even  though  Colombia 
'^as  enjoyed  access  to  the  world  market,  every  year  since  she  first 
^-^ported  to  the  United  States,  Colombia  has  always  given  a  pref- 
^i*ence  to  the  U.S.  quota.  Colombia  wants  to  be  able  to  continue  to 
do  the  same  in  the  future.  Rather  than  speculate  on  the  world  market, 
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©ven  when  prices  arB  higher  than  those  prevailing  in  the  United 
States,  Colombia  prefers  to  rely  upon  an  assured  access  to  the  U.S. 
market  iii  order  to  be  able  to  guarantee  a  planned  expansion  of 
Colombians  sugar  production.  The  Colombian  sugar  industry  hopes 
to  fulfill  an  important  development  goal  in  Colombia  by  providmg 
more  jobs  at  better  salaries.  Because  all  of  Colombia's  sugar  pro- 
ducers participate  in  the  export  market,  it  is  important  that  that 
market  be  secure;  there  are  too  many  relatively  small  producers 
involved  to  permit  speculation  and  its  consequent  risks. 

The  Colombian  sugar  industry  has  proven  itself  ^vorthj  of  our  con- 
fidence, and  the  Republic  of  Colombia  has  clearly  enjoyed  the 
friendliest  of  relations  with  the  United  States.  In  discussing  Colom- 
hia's  relations  with  the  United  States,  one  need  not  evan  address 
himself  to  the  question  of  equitable  treatment  of  U.S.  nationals;  there 
is  no  issue  of  expropriations,  nationalizations,  or  indemnities. 

It  is  in  this  long  spirit  of  Inter- American  cooperation  that  Colom- 
hia  has  recently  played  an  important  role  in  furthering  increased 
understanding  between  the  United  States  and  its  Latin  neighbors. 
It  was  the  Foreign  Minister  of  Colombia,  Mr.  Vasquez  Carrizosa, 
who^  on  behalf  of  the  Latin  American  coimtries,  responded  to  the 
invitation  of  Secretary  of  State  Kissinger  to  commence  a  new  dialog; 
and  Colombia  labored  long  and  hard  to  assure  the  success  of  the 
recent  Foreign  Minister's  meetii\g  held  in  Mexico  Cit^.  In  view  of 
Colombia's  long-standing  friendly  relations  with  the  United  States 
and  its  faithful  fulfillment  of  all  quota  obligations,  we  respectfully 
request  that  you  give  favorable  consideration  to  our  i^equcst  for 
an  increased  quota  of  120,000  tons, 

We  are  very  grateful  for  the  opportunity  to  present  this  request 
to  your  committee  on  behalf  of  the  Colombian  National  Association 
of  Sugar  Growers* 

Thank  you, 

Mr.  Ejoiick,  Thank  you  very  much,  Mr.  Franklin*  If  you  ars 
able  to  remain  until  all  witnesses  have  completed,  there  may  be  some 
questions  from  other  members. 

Mr.  Franklin.  Yes,  thank  you,  Mr*  Chairman. 

Mr.  Barick.  Our  nest  witness  is  Mr,  Thomas  H.  Boggs,  Jr.,  at- 
torney at  law,  of  the  law  firm  of  Patton,  Boggs  &  Blow,  represent- 
ing the  Central  American  Sugar  Council. 

Welcome  to  the  witness  tahle,  Mr,  Boggs*  We  will  be  happy  to 
hear  your  statement. 

I  see  you  are  accompanied  by  Mr.  David  C*  Todd, 

STATEMENT  OE  THOMAS  H,  EOGK>S,  JB.,  EEPHESEHTING  THE  C0- 
TEAL  AMEKICAH  StJGAR  COUNCIL;  ACCOMPANIED  BY  DATHJC. 
TODD 

Mr.  BooGS.  Thank  you,  Mr,  Chairman.  We  are  also  accompanied 
today  in  the  committee  room  by  the  Ambassador  from  El  Salvador, 
Dr.  Francisco  Beltran,  who  is  here ;  the  immediate  past  chairman  of 
the  Central  American  Sugar  Council,  Bernardo  Newman— I  should 
say  the  new  president  The  immediate  past  president,  Guillerp^o 
Boy  as  Nathan;  Alfred  O,  Pellas;  the  distinguished  representati^^ 
from  Honduras,  Donald  Suazo. 
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ilr.  Rarick.  We  are  happy  to  have  you  gentlemen  with  us  today* 
^T.  BoGGS.  Mr.  Chairman,  Patton,  Boggs  and  Blow  has  registered 
;h  the  U.S.  Department  of  Justice  as  an  agent  of  the  Central 
aerican  Sugar  Council.  Pursuant  to  the  Forei^  Agents  Registra- 
n  Act  of  1938,  as  amended,  a  copy  of  such  registration  is  available 
'  inspection  at  the  U.S.  Department  of  Justice.  Distribution  of 
s  material  is  made  on  behalf  of  the  Central  American  Sugar 
>uncil  and  the  members  of  the  council.  Two  copies  have  been  fued 
th  the  U.S.  Department  of  Justice  as  required  by  the  Foreign 
^ents  Registration  Act  of  1938,  as  amended.  The  registration  of 
ttton,  Boggs  and  Blow  does  not  indicate  approval  by  the  U.S. 
)vernment  of  the  contents  of  this  material. 

Mr.  Chairman,  I  am  accompanied  by  David  Todd  who  is  also 
member  of  the  firm.  We  are  here  to  present  a  statement  on  behalf 

the  Central  American  Sugar  Council.  The  council,  which  in- 
ides  the  private  sugar  associations  of  El  Salvador,  Guatemala, 
onduras,  and  Nicaragua,  was  formed  and  exists  for  the  purpose 

providing  accurate  information  about  the  sugar  industries  oi  its 
spective  members. 

Our  statement  will  be  in  two  parts.  First,  I  will  make  a  state- 
ent  addressing  a  number  of  the  issues  identified  by  your  annoimce- 
ent  of  February  4,  1974.  I  will  also  discuss  our  recommendations 
r  certain  changes  in  the  U.S.  Sugar  Act.  Mr.  Todd  will  then 
ake  presentations  on  behalf  of  each  of  the  council  members  dis- 
ssing  the  remaining  issues  contained  in  your  notice  on  a  country- 
'-country  basis. 

lASONS  FOR  DESIRING  TO  CONTINUE  PARTICIPATION  IN  THE  U.S.   SUGAR 

PROGRAM 

All  of  the  members  of  the  Central  American  Sugar  Council  desire 
participate  in  the  U.S.  sugar  program  notwithstanding  the  excep- 
3nally  high  current  level  of  world  sugar  prices.  The  reason  for  this 
that  the  U.S.  sugar  program  offers  an  assured,  stable  market.  As 
participant  in  the  U.S.  program  a  country  has  the  assurance  that 
will  be  able  to  market  its  sugar  at  a  reasonable  price  over  an 
tended  period  of  time.  This  assurance  is  simply  not  available  in 
e  world  market,  which  is,  therefore,  less  desirable.  With  the  as- 
red  market  provided  by  the  U.S.  program,  a  country  is  able  to 
ake  long-range  production  and  marketing  plans,  and  most  im- 
•rtantly,  it  is  able  to  expend  the  necessary  funds  to  expand  its 
gar  industry  with  the  assurance  that  it  can  do  so  without  suffering 
vastating  losses  at  some  future  date.  Participation  in  the  U.S. 
gar  program  greatly  facilitates  the  financing  of  operational  and 
pital  costs  since  a  lending  institution  can  make  commitments  with 
i  sure  knowledge  that  a  profitable  market  will  exist  for  the  sugar 
oduced. 

DURANCES  FOR  CONTINUED  PRIORITY  PERFORMANCE  IN  THE  FUTURE 
ro  THE  U.S.  MARKET,  INCLUDING  BOTH  QUOTA  AMOUNTS  AS  WELL  AS 
ADDITIONAL  SUGAR  WHICH  MIGHT  BE  REQUESTED  DURING  PERIODS  OP 
3H0RT  SUPPLY 

All  of  the  members  of  the  council  continue  to  give  their  firm  assur- 
ces  that  the  U.S.  sugar  market  will  continue  to  receive  priority 
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over  sales  to  the  world  market,  regardless  of  world  price  levels.  Such 
priority  has  been  afforded  in  the  past  and  it  will  continue  to  be 
afforded  in  the  future.  Obviously,  to  the  extent  that  any  council 
members  produce  sugar  over  and  above  the  amount  needed  to  meet 
domestic  and  U.S.  needs,  they  will  make  sales  to  the  world  market. 
In  addition  to  fulfilling  their  quotas,  council  members  have  demon- 
strated their  willingness  to  make  above  quota  sales  to  the  United 
States  during  periods  of  short  supply.  In  the  fall  of  1971  both 
Guatemala  and  Honduras  shipped  first-come,  first-served  sugar  to 
the  United  States  in  respose  to  a  request  of  the  U.S.  Department  of 
Agriculture.  Additionally,  El  Salvador  shipped  first-come,  first- 
served  sugar  to  the  United  States  in  the  fall  of  1973. 

A  DESCRIPnON  OF  OTHER  ACTUAL.  OR  EXPECTED  SPECIAL  ABRANOEMBNT 
COMMITMENTS  OF  THE  FOREIOX  SUPPLIER  DURING  THE  NEXT  5-YEAR 
PERIOD  [whether  OR  NOT  THEY  ARI*:  PREFERENTIAL  MARKETS,  BI- 
LATERAL OR  MULTILATER  \  r,  COMMITMENTS,  INCLUDING  FLANS  FOR 
PARTICIPATION  IN  THE  WC»xliJ)  MARKEt] 

None  of  the  members  of  the  Central  American  Sugar  Council 
participate  in  any  "preferential"  markets  other  than  the  U.S.  sugar 
program.  Some  do  participate  in  the  International  Sugar  Agree- 
ment, which  at  this  time  has  no  economic  provisions.  In  any  event, 
for  all  council  melnbers,  sales  to  the  world  market  will  be  secondary 
to  commitments  to  the  U.S.  sugar  program.  Any  quota  commitmente 
that  may  at  some  future  date  be  undertaken  will  be  limited  to  only 
that  amount  of  sugar  which  is  available  above  and  beyond  the 
amount  needed  to  fulfill  obligations  to  the  U.S.  market. 

ATTITUDE  OF  FOREIGN  SUPPLIER  GOVERNMENT  TOWARD  THE  UNITED  STATES 
AND  RECORD  OF  U.S.  CITIZENS'  INTERESTS  AND  PROPERTY  WITHIN  THE 
COUNTRY 

We  emphasize  that  the  governments  of  all  council  m^nbers  are 
friendly  to  the  United  States.  No  discriminatory  or  repressive  poli- 
cies are  imposed  upon  U.S.  citizens,  and  there  are  no  restraints  upon 
investments.  There  are  no  restrictions  upon  the  establishment  of 
businesses  of  any  kind,  and  there  is  a  substantial  amount  of  ^invest- 
ment in  Central  America  by  U.S.  citizens  and  businesses.  No  property 
owned  by  U.S.  citizens  has  ever  been  expropriated  by  any  Central 
American  Sugar  Council  country. 

Mr.  Chairman,  I  have  discussed  items  1,  3,  5,  and  7  of  your  notice. 
As  stated  before,  the  remaining  items  will  be  addressed  bjr  Mr.  Todd 
in  his  presentations  for  each  of  the  council  members.  Now,  in  response 
to  your  invitation,  I  would  like  to  make  some  general  recommenda- 
tions on  the  Sugar  Act  which  the  Central  American  Sugar  Council 
would  like  for  this  committee  to  consider.  In  summary,  those  are 
(1)  that  the  act  be  extended  for  at  least  5  years,  (2)  that  all  foreign 
quotas  be  assigned  rather  than  reserving  some  portion  of  foreign 
supplies  as  an  "undesignated"  quota,  (3)  that  small  Western  Hem- 
isphere producers  be  favored  in  the  allocation  of  quotas,  (4)  that 
the  Secretary  of  Agriculture  be  given  greater  discretion  in  the  re- 
duction or  termination  of  quotas,    (5)    that  quarterly  quotas  are 
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unnecessary  and   (6)  that  the  Central  American  Common  Market 
provision  be  retained. 

TERM    OF   EXTENSION 

The  council  recommends  strongly  that  the  Sugar  Act  be  extended 
for  a  term  of  at  least  5  years.  Such  an  extension  would  provide 
stability  in  the  sugar  market  both  in  the  long  and  short  term.  In 
the  short  term,  the  council  is  confident  that  a  long-term  extension 
will  enable  the  United  States  to  be  assured  of  adequate  supplies  of 
sugar  during  the  current  period  of  what  appears  to  be  a  serious 
shortage  of  sugar.  Further,  we  believe  that  the  continued  assurance 
of  a  secure  market  will  provide  necessary  incentives  to  increase 
sugar  production  so  as  to  alleviate  the  current  problem  in  the  years 
ahead.  As  will  be  noted  in  the  presentations  on  behalf  of  each  of 
the  council  members,  the  per  capita  consumption  of  sugar  in  Central 
America  is  rising  rapidly.  This  is  typical  of  developing  countries 
throughout  the  world.  Therefore,  there  will  be  a  continuing  rapid 
rise  in  sugar  consumption  and  a  consequent  need  to  increase  pro- 
duction. As  this  committee  knows,  the  current  shortage  is  not  unique 
to  sugar.  We  are  now  undergoing  a  worldwide  shortage  of  basic 
agricultural  commodities.  In  fact,  the  shortage  of  sugar  is  less  severe, 
which  the  council  believes  is  largely  attributable  to  the  f  arsighted 
sugar  program  of  this  country.  As  a  minimum,  we  can  state  that  the 
expansion  of  the  sugar  industry  of  Central  America  which  has  taken 
place  in  recent  years  would  not  have  been  possible  in  the  absence  of 
the  Sugar  Act.  At  this  critical  time,  a  5-year  extension  of  the  Act 
would  do  much  to  encourage  the  necessary  continued  expansion  of 
production  capacities. 

UNDESIGNATED  QUOTAS 

The  industrial  users  have  proposed  that  there  be  created  a  1,100,000 
tons  undesignated  quota  which  would,  in  part,  be  filled  by  foreign 
countries  on  a  first-come,  first-served  basis.  The  council  is  of  the 
opinion  that  such  a  quota  would  not  be  in  the  best  interests  of  the 
sugar  program.  The  most  effective  extension  of  the  Act  would  again 
provide  for  fixed,  known  quotas  similar  to  those  found  in  the  cur- 
rent Act.  The  undesignated  quota  would  reduce  each  country's  basic 
quota  thus  effectively  reducing  the  stabilizing  element  inherent  in 
the  long-range  planning  programs  of  participating  countries.  Not 
only  is  the  council  of  the  opinion  that  the  creation  of  a  permanent, 
undesignated  quota  would  be  harmful  and  tend  to  produce  instability 
in  the  act,  it  is  also  the  council's  opinion  that  first-come,  first-served 
requests  under  the  act  as  it  is  now  written  should  be  used  only  under 
the  most  extraordinary  conditions.  The  council  is  convinced  that 
countries  assigned  quotas  will,  in  fact,  fulfill  those  quotas,  as  has  been 
demonstrated  during  the  past  history  of  the  act.  By  continuing  fixed 
quotas  the  stability  of  the  U.S.  sugar  market  and  a  continuation  of 
adequate  supplies  will  be  assured. 

ASSIGNMENT  OF  QUOTAS 

The  council  recognizes  that  this  committee  must  weigh  a  large 
number  of  factors  in  the  assignment  of  quotas.  The  chairman's  notice 
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has  set  forth  a  number  of  those  factors  considered  to  be  of  primairj 
importance,  including,  of  course,  the  availability  of  supplies  and  a 
demonstrated  record  of  quota  fulfillment  Once  the  committee  h«w 
determined  that  those  factors  have  been  satisfied,  the  coimcil  r^^- 
ommends  that  three  principal  criteria  be  used  in  the  assignment  <iz)i 
quotas:  (1)  the  need  to  increase  production,  (2)  the  lessening  ^zdI 
U.S.  dependence  upon  a  few  major  suppliers  and  (3)  nearness  mzDi 
supplies. 

Under  current  market  conditions  large  producers  need  no  incenti^^s^e 
to  produce  in  addition  to  their  already  large  quotas.  Small  producerz^ 
however,  who  have  historically  shipped  most  of  their  exports  to  tfczie 
United  States  do  need  incentives  to  increase  production,  and  tfc^e 
existence  of  high  world  prices  is  not,  in  itself,  sufficient.  Small  pr  re- 
ducers too  vividly  recall  the  historical  patterns  of  boom  and  bust  z^m 
world  sugar  prices.  Also,  small  producers  are  more  in  need  of  sfc,n 
assured,  stable  market  in  order  to  obtain  financing. 

The  council  believes  that  it  is  in  the  best  interests  of  the  Unit^^ 
States  to  lessen  its  dependence  upon  a  few  major  suppliers,  and  '•^ 
favor  nearby  suppliers  during  this  period  ot  acute  shortages  'Of 
energy.  Applying  these  factors  will  result  in  favoring  small  West;- 
em  Hemisphere  producers  in  the  allocation  of  quotas,  and  we  r©c3- 
ommend  that  the  act  be  amended  to  specifically  recognize  such     a 
policy  which  the  council  believes  would  materially  strengthen  tlie 
U.S.  sugar  program. 

QUOTA   REDUCTIONS   OR  TERMINATIONS 

Under  the  current  act,  a  country's  quota  must  be  terminated  or 
reduced  pursuant  to  certain  specified  conditions.  There  must,  of 
course,  be  authority  to  reduce  or  terminate  quotas  in  order  to  insure 
the  integrity  of  the  sugar  program,  but  certain  provisions  of  the  act, 
as  now  written  can  be  counter-productive  and  inequitable  by  requir- 
ing the  termination  or  reduction  of  a  quota  which  has  not  been 
fulfilled  due  to  circumstances  beyond  a  country's  control.  Such  pro- 
visions should  be  modified  to  provide  Secretarial  discretion  in  tbe 
reduction  or  termination  of  quotas  rather  than  an  absolute  require- 
ment that  such  quotas  be  terminated  or  reduced. 

The  current  situation  of  Honduras  is  an  example  of  why  certato 
changes  are  needed  in  the  act.  Honduras  has  a  small  quota  under  tlx^ 
U.S.  Sugar  Act  of  about  15,000  tons.  It  has  for  a  number  of  years 
made  no  exports  to  any  market  other  than  the  United  States.  Dur- 
ing the  years  1972  and  1973,  Honduras  suffered  an  extreme  drougb-* 
which  resulted  in  a  drastic  reduction  in  the  amount  of  its  sugar 
production.  As  a  result,  it  was  unable  to  fulfill  its  1973  quota — al-- 
though  I  dp  want  to  note  that  1973  was  the  first  year  in  which  th^ 
quota  was  not  filled.  The  effects  of  the  drought  upon  the  prodnctiol^ 
of  sii<]jar  were  so  severe  that  not  only  was  Honduras  not  able  to  ful- 
fill its  U.S.  quota,  it  was  also  required  to  import  sugar  in  order  tx> 
meet  doinostic  needs.  Section  202(d)  (3)  of  the  act  requires  that  all 
countries  other  than  Ireland  be  "net  exporters"  of  sugar  or  suffer  » 
niandrttory  torini nation  of  quota.  Thus,  under  the  act  as  now  written, 
iroiuluias  would  be  required  to  export  an  amount  of  sugar  to  the 
world  market  ecjual  to  the  amount  of  sugar  that  it  imported  in  order 
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preserve  its  quota.  Such  a  requirement  does  not  make  sense  at  a 
le  when  the  United  States  is  anxious  to  receive  all  available  sup- 
es  of  sugar.  This  mandatory  provision  should  be  changed  so  that 
3  Secretary  will  have  discretion  to  terminate  quotas  when  such 
tion  is  appropriate,  but  will  not  be  required  to  do  so  when  such 
tion  is  clearly  inappropriate. 

Similarly,  section  202(d)(4)  of  the  act  permits  too  little  Secre- 
rial  discretion  in  the  termination  or  reduction  of  quotas.  The  sec- 
►n  should  be  changed  so  that  the  Secretary  can  take  action  to  assure 
3  continued  integrity  of  the  program  without  deprivii^  the  United 
ates  of  supplies  at  a  time  when  they  are  badly  needed. 

QUARTERLY  QUOTAS 

The  industrial  users  have  proposed  that  the  Secretary  be  author- 
id  to  establish  import  requirements  for  foreign  sugar  during  any 

the  first  three-quarters  of  each  year.  Such  quotas  would  differ 
Dm  quarterly  quotas  which  were  a  part  of  the  act  prior  to  1972 

being  designed  to  insure  supplies  rather  than  to  limit  supplies, 
le  council  is  of  the  opinion  that  such  quotas  are  not  necessary,  and 
iphasizes  that  historically,  the  act  has  functioned  well  without 
andatory  marketing  of  any  particular  portion  of  a  quota  during 
ly  given  quarter.  Further,  the  United  States  appears  to  be  receiv- 
g  adequate  foreign  supplies  during  this  first  quarter  of  1974  with- 
it  quarterly  quotas.  If,  however,  the  Secretary  is  given  the  discre- 
>ii  to  impose  such  quotas,  the  authority  should  be  limited  to  times 
nen  it  appears  that  there  would  be  a  significant  deficit  in  normal 
pplies  which  could  be  eliminated  by  the  imposition  of  quarterly 
iotas.  Such  authority  should  be  used  only  under  extraordinary  con^ 
tions,  and  not  routinely.  In  order  to  avoid  inequities,  the  establish- 
ant  of  quota  levels  for  a  particular  quarter  would  have  to  take  into 
count  historical  shipment  patterns,  and  conditions  peculiar  to  a 
LTticular  country  during  a  given  quarter  which  might  prevent 
ipping  the  entire  amount  customarily  shipped  during  such  quarter 
en  though  sucli  country  would  be  able  to  fill  its  entire  quota  dur- 
g  the  course  of  the  year. 

CENTRAL  AMERICAN   COMMON   MARKET  PROVISION 

The  four  member  countries  of  the  Central  American  Sugar  Coun- 
,  and  Costa  Kica,  are  members  of  the  Central  American  Common 
arket  which  was  formed  to  improve  the  economic  viability  of  all 

Central  America.  Section  204(a)  of  the  act  provides  that  any 
licit  resulting  from  the  inability  of  a  country  which  is  a  member 

the  Common  Market  to  fill  its  quota  shall  be  allocated  to  the  other 
ember  countries.  This  provision  has  served  to  assure  the  United 
ates  of  receiving  all  of  the  sugar  allocated  to  Central  America 
ispite  the  inability  of  Honduras  to  fill  its  1973  quota.  Thus,  the 
feet  of  the  provision  has  been  and  will  continue  to  be  beneficial  to 
e  United  States  and  has  also  served  as  a  unifying  force  in  Central 
rnerica.  We  ask,  therefore,  that  it  be  retained.  Costa  Rica,  the 
ily  Common  Market  country  which  is  not  a  member  of  the  Central 
tnerican  Sugar  Council,  has  also  requested  that  this  provision  be 
-tained. 
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In  summary,  all  of  the  members  of  the  Central  American  Sugar 
Council  remain  committed  to  the  sugar  program  and  will  continue 
to  give  the  United  States  first  priority  over  all  other  markets.  It  is 
the  council's  position  that  a  5-year  extension  of  the  act,  and  the 
changes  which  have  been  suggested  will  insure  the  United  States  of 
a  continued  supply  of  sugar. 

Now  Mr.  Todd  will  present  statements  on  behalf  of  each  member 
of  the  council.  I  would  like*  to  note  for  the  record  that  complete  re- 
ports on  the  sugar  industries  of  each  of  the  council  members  have 
been  supplied  to  each  member  of  this  committee.  The  reports  pro- 
vide detailed  information  on  those  areas  which  were  identified  as  of 
primary  concern  to  the  committee  in  Chairman  Poage's  notice  dated 
February  4,  1974.  We  would  be  pleased  to  have  such  reports  included 
as  a  part  of  the  record  of  the  hearings,  but  recognize  that  the  chair- 
man has  expressed  the  desire  not  to  burden  the  record,  but  we  ask 
that  you  read  it. 

STATEMENT   OF   DAVID   C.    TODD,    CENTRAL   AMERICAN    SUGAR 

COUNCIL 

Mr.  Todd.  I  will  now  discuss  the  sugar  situations  of  the  countries 
of  the  council. 

EL   SALVADOR 

Performance  record  for  the  past  2  years,  1972-73,  under  existing 
U.S.  Sugar  Act,  including  a  statement  of  the  extent,  if  any,  of  par- 
ticipation in  all  USDA  quota  actions  and  a  reaffirmation — for  the 
record — of  the  country's  commitment  to  fulfill  their  current  final 
adjusted  quota  for  1974  to  the  U.S.  market. 

Mr.  Chairman,  El  Salvador  has  fulfilled  its  U.S.  quota  not  only 
for  the  past  2  years,  but  also  during  the  entire  period  of  its  partici- 
pation in  the  sugar  program,  beginning  in  1961,  despite  world  price 
levels.  It  has  been  a  totally  reliable  source  of  sugar.  Additionally, 
in  the  fall  of  1973,  it  shipped  an  additional  5,433  tons  of  sugar  above 
and  beyond  its  quota  obligation  in  response  to  a  first-come,  first- 
served  request.  El  Salvador  will  continue  to  fulfill  its  quotas  for  1974 
and  for  the  period  of  the  extension  of  the  act. 

Performance  capability,  including  willingness  to  set  aside  reserves 
for  U.S.  market,  ability  to  make  timely  shipments,  current  produc- 
tion and  shipping  capability,  and  plans  within  the  next  5  years  for 
expansion  of  production,  processing,  loading  and  storage  facilities— 
i.e.,  a  detailed  explanation  and  evaluation  of  the  country's  existing 
sugar  industry  and  its  future. 

El  Salvador  is  well  capable  of  continuing  to  fulfill  its  U.S.  sugar 
quota.  It  has  ample  production,  storage  and  loading  facilities,  all  of 
which  continue  to  be  improved  and  expanded.  During  the  year  1974, 
production  is  expected  to  be  more  than  260,000  tons  and,  with  cur- 
rent expansion  of  existing  mills,  and  the  completion  of  three  new 
mills  currently  in  the  planning  stages,  production  will  be  increased 
to  375,000  tons  by  1977.  Domestic  consumption  is  estimated  to  be 
100,000  tons.  Thus,  export  capacity  by  1974  will  be  at  least  160,000 
tons.  Under  the  current  act,  the  quota  for  El  Salvador  is  only  about 
52,000  tons.  Thus,  it  is  evident  that  this  quota  can  be  filled  with  no 
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Bculties.  Furthermore,  El  Salvador  has  modem  storage  and  ship- 
Qg  facilities.  Its  major  port,  Acajutla,  is  within  a  short  distance 
the  United  States,  and  has  bulk  storage  and  mechanical  loading 
cilities  for  the  efficient  and  rapid  loading  of  sugar.  Also,  the  port 
located  close  to  the  major  sugar  production  zones.  In  short,  El 
ilvador  has  a  modern  and  efficient  sugar  industry,  and  is,  there- 
re,  able  to  make  absolute  assurance  that  it  will  fulfill  its  quota. 
A  description  of  other  actual  or  expected  special  arrangement 
mmitments  of  the  foreign  supplier  during  the  next  5-year  period — 
bether  or  not  they  are  preferential  markets,  bilateral  or  multilat- 
al  commitments,  including  plans  for  participation  in  the  world 
arket. 

WORLD   MARKET  SALES   r(^R  THE  PAST   3   YEARS 

El  Salvador  has  made  a  major  effort  to  increase  exports,  and  sugar 
IS  become  an  increasingly  important  export  commodity.  Additional 
[ports  are  essential  to  the  continued  growth  of  the  economy.  Under 
le  current  act,  El  Salvador  has  not  been  afforded  a  quota  large 
lough  to  absorb  all  of  its  exportable  sugar.  It  may,  therefore,  par- 
cipate  in  the  International  Sugar  Agreement,  although,  at  the 
resent  time,  the  agreement  does  not  provide  for  quotas  or  other 
'.onomic  provisions.  During  the  last  3  years  El  Salvador  has  ex- 
Drted  approximately  195,000  tons  of  sugar  to  the  world  market,  and 
I  the  absence  of  a  U.S.  quota  sufficiently  large  to  absorb  all  of  its 
^port  capability,  will  continue  to  make  sales  to  the  world  market. 
emphasize,  however,  that  these  world  sales  have  not  been  at  the 
^pense  of  obligations  to  the  United  States,  all  of  which  have  been 
et  in  full.  The  world  market  exports  demonstrate  the  strength  of 
le  industry  and  its  ability  to  fulfill  a  larger  U.S.  quota. 
A  brief  explanation  of  the  nature  of  the  country's  sugar  industry 
id  how  it  functions  including  the  extent  to  which  benefits  in  the 
tdustry  are  shared  by  sugar  farmers  and  workers. 
The  sugar  industry  of  El  Salvador  is  technically  advanced  consist- 
Lg  of  independent  companies  owning  and  operating  a  total  of  15 
igar  mills,  with  capacities  ranging  from  4-,000  to  60,000  tons  per 
mum.  Most  of  the  sugar  cane  is  grown  on  land  owned  by  over  3,000 
idependent  farmers. 

There  are  two  principal  organizations  which  have  been  created 
'  assist  in  orderly  marketing  and  in  the  continued  growth  of  the 
dustry.  The  El  Salvador  Sugar  Association  was  created  in  1948, 
id  is  responsible  for  development  programs,  compliance  by  its 
embers  with  internal  consumption  and  export  quotas,  and  other 
foblems  that  arise  within  the  industry.  It  is  this  association  which 
irticipates  in  the  Central  American  Sugar  Council.  The  second 
tnncipal  organization  is  the  Salvadoranian  Sugar  Cooperative, 
hich  is  responsible  for  marketing  all  sugar  produced  both  for  do- 
estic  consumption  and  for  export. 

The  Commission  for  the  Defense  of  the  Sugar  Industry  is  an 
Scial  government  agency  headed  by  the  ministers  of  Agriculture 
id  the  Economy.  The  private  sugar  interests  also  participate  as 
lembers  of  the  Commission.  One  of  the  principal  tasks  of  this  Com- 
mission is  to  establish  quotas  both  for  internal  consumption  and 
3r  export.  Once  such  quotas  have  been  established  and  assigned  to 
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particular  mills,  they  have  the  force  of  law,  and  sugar  can  be  mar- 
keted only  in  accordance  therewith.  Thc^it^fore,  absolute  assurancegl 
can  be  offered  that  all  quotas  will  be  fulfilled* 

The  benefits  of  the  sugar  industry  are  shared  widely.  EmployeesJ 
of  the  sugar  industry  are  paid  wages  generally  higher  than  thos&| 
paid  elsewhere  in  the  economy-  The  minimum  wage  rate  for  farm 
labor  is  $2  per  day.  Actual  earnings  of  cane  cutters  are  substantially 
higher,  since  wages  are  paid  upon  the  basis  of  cane  harvested.  Wages 
paid  to  workers  in  the  mills  range  from  U.S.  $3  to  U.S.  $8  per  day. 
In  addition  to  wages,  many  benefits,  including  schooling,  hospitaliza- 
tion, holidays,  and  recreational  programs  are  pro\aded  to  all  of  the 
employees.  Also,  the  benefits  of  the  sugar  industry  are  shared  by  in- 
dependent farmers  who  receive  a  large  percentage  of  the  value  of 
the  sugar  processed.  The  industry  provides  employment  for  approxi- 
mately 87,000  persons  who  provide  the  support  for  approximately 
200,000  persons.  The  industry  is  also  an  important  source  of  tax 
revenues  to  the  government. 


I 


STATUS   OF  FOREIGN   SUPPLIEK'S  DOMESTIC   COXSUMPTION 

Domestic  per  capita  consumption  of  sugar  has  shown  a  steady  in- 
crease. Per  capita  consumption  of  white  sugar  now  totals  more  than 
50  pounds  per  year*  Consumption  of  white  sugar  and  panela  or 
brown  sugar  combined  totals  approximately  60  pounds  per  capita. 
The  increase  in  domestic  consumption  is  expectexi  to  continue  and 
will  total  approximately  145,000  tons  by  1979.  The  industry  has 
advanced  at  a  pace  which  has  enabled  it  to  meet  this  increasing  do- 
mestic demand,  and  also  to  increase  exports. 

A  brief  social  and  economic  profile  of  the  foreign  supj^lier  coun- 
try, including  ita  dependence  on  sugar  as  a  source  of  foreign  ex- 
change, its  need  for  economic  development,  and  tlie  importance  of  a 
program  market  in  the  United  States. 

El  Salvador  is  a  small  country  with  intense  population  pressures. 
It  has  a  total  population  of  3.8  million  and  a  population  density  of 
457  inhabitants  per  square  mile.  It  must  rely  primarily  upon  agri- 
cultural exports  to  earn  foreign  excliange.  Its  principal  export  crops 
are  coffee,  cotton,  sugar,  and  cattle,  C undent  annual  per  capita  in- 
come is  about  $320  and  it  is  therefore  essential  for  the  country  to 
continue  to  develop  its  economic  capabilities  in  order  to  provide  a 
better  standard  of  living  for  all  of  its  citizens.  The  need  to  incre^flse 
the  number  of  jobs,  especially  in  rural  areas,  is  particularly  acute. 
Sugar  exports  are  an  important  and  growing  source  of  foreign  ex- 
change. In  1968,  sugar  exports  accounted  for  4.3  percent  of  t^tfll 
exports.  By  1973  this  amount  had  grown  to  6.5  percent. 

El  Salvador's  trade  balance  with  the  United  States  has  been  con- 
sis^ntly  unfavorable.  During  the  period  of  1066-1972  the  net  dis- 
favoratle  balance  of  trade  with  the  United  States  was  $116  million 
(which  is  the  largest  unfavorable  balance  of  any  Central  American 
country).  A  significant  part  of  this  balance  is  tlif^  result  of  Ihe  «•'«- 
tensive  use  of  U*S*  machinery  and  supplies  by  the  sugar  industry, 
which  relies  primarily  upon  U.S.  products* 

The  U.S.  sugar  program  has  been  of  great  importance  to  the  sugftr 
industry^  and  thereby,  to  the  overall  economy  of  the  country*  T<*tal 
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roduction  of  sugar  has  increased  from  55,000  tons  in  1961  to  an 
iticipated  production  of  more  than  260,000  tons  in  1974,  and  accord- 
ig  to  the  National  Production  Plan,  production  will  be  425,000  tons 
y  1979.  El  Salvador  has  consistently  fulfilled  its  past  production 
oals.  This  impressive  growth  would  not  have  been  possible  without 
areful  planning  and  the  U.S.  sugar  program.  A  continuation  of 
he  program  will  further  enhance  the  ability  to  continue  to  expand 
he  industry  to  meet  the  growing  United  States  need  for  sugar.  Based 
ipon  its  demonstrated  ability  to  produce  the  sugar,  and  its  reliability 
\s  a  supplier  to  the  U.S.  market,  El  Salvador  requests  that  it  hie 
panted  a  quota  of  125,000  tons  under  the  new  Sugar  Act. 

GUATEMALA 

Performance  record  for  the  past  2  years  (1972-73)  under  existing 
IS.  Sugar  Act,  including  a  statement  of  the  extent,  if  any,  of  par- 
icipation  in  all  USD  A  quota  actions  and  a  reaffirmation  (for  the 
•ecord)  of  the  country's  commitment  to  fulfill  their  current  final 
idjusted  quota  for  1974  to  the  U.S.  market. 

Guatemala  has  consistently  met  its  U.S.  sugar  quotas,  and  it  re- 
iffinns  its  determination  to  continue  to  fill  the  quotas,  not  only  in 
1974,  but  also  throughout  the  period  of  the  extension  of  the  United 
States  Sugar  Program.  I  would  like  to  add  that  the  Grovemment  of 
jruatemala,  through  a  ministerial  decree,  has  obliged  the  sugar  pro- 
lucers  to  give  priority  to  the  U.S.  quota  allocation  over  sugar  for 
export  to  the  world  free  market. 

During  the  years  1967  through  1972,  Guatemala  met  its  U.S.  quota 
n  full.  In  addition,  during  the  year  1971,  it  supplied  17,950  tons  of 
sugar  pursuant  to  a  "first-come,  first-served"  request.  That  request 
vas  later  rescinded,  but  the  amoimt  of  sugar  that  was  overshipi)ed 
vas  credited  to  Guatemala's  1972  quota.  Guatemala's  1973  quota,  in- 
cluding deficits,  was  69,267  tons.  The  greatest  part  of  this  quota  was 
illed  early  in  the  year.  Unfortunatdy,  severe  weather  conditions 
aused  a  delay  in  the  arrival  of  Guatemala's  last  shipment  of  sii^ar 
0  the  United  States.  To  be  credited  not  later  than  midnight  of  De- 
ember  31,  and  under  normal  conditions,  it  would  have  done  so.  Be- 
ause  of  heavy  seas  encountered  by  the  ship,  it  arrived  at  9  a.m.  on 
'^anuary  1.  I  emphasize,  however,  that  this  sugar  did  arrive  in  the 
Jnited  States  at  a  time  of  heavy  pressures  on  supplies. 

Performance  capability,  including  willin^ess  to  set  aside  reserves 
or  U.S.  market,  ability  to  make  timely  shipments,  current  produc- 
ion  and  flipping  cai)ability,  and  plans  within  the  next  5  years  for 
xpansion  of  production,  processing,  loading  and  storage  facilities 
i.e.,  a  detailed  explanation  and  evaluation  of  the  country's  existing 
ugar  industry  and  its  future). 

The  Guatemalan  sugar  industry  was  first  allocated  a  quota  by  the 
Jnited  States  in  1961.  Given  the  necessary  impetus  through  the  ad- 
lition  of  a  stable  market,  the  Guatemalan  sugar  industry  has  made 
Iramatic  strides  since  that  time.  In  just  the  past  7  years  it  has  more 
han  doubled  its  production  to  a  present  level  of  an  estimated  360,000 
ons  for  1974.  Since  its  internal  consumption  will  total  just  under 
'00,000  tons,  Guatemala  will  have  available  for  export  approximately 
60,000  tons  of  sugar  in  1974.  It  is,  therefore,  apparent  that  Guat^- 
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mala  is  amply  capable  of  meeting  not  only  its  current  quota,  but  also 
a  substantially  larger  quota.  Additionally,  Guatemala  continues  to 
expand  and  improve  its  sugar  industry*  It  has  large  areas  of  land 
available  for  future  production  of  sugar  cane  and  the  factories  con* 
tinue  their  program  of  planned  expansion  of  their  productive  capaci- 
ties as  this  canehmd  is  dev^eloped.  By  the  1975-76  crop  year,  Guate- 
mala expects  to  produce  450,000  tons  of  sugar  which  would  permit 
exports  of  approximately  200,000  to!is.  Thus,  Guatc^mala  will  im- 
questionably  produce  sufficient  sugar  to  meet  not  only  its  existinif 
quota,  but  also  the  increase  in  quota  which  it  is  requesting,  as  we 
will  discuss  later  in  this  statement* 

Guatemala  has  excellent  facilities  for  the  storage  of  sugar.  Cur- 
rent storage  capacity  is  more  than  170,000  tons,  "and  this  will  be 
increased  by  an  additional  30,000  tons  upon  the  completion  of  a  new 
warehouse  at  the  Caribbean  port  of  Puerto  Barrios  which  is  expected 
to  be  in  use  prior  to  the  end  of  the  curi'cnt  crop,  Guatemalans  geo- 
graphic position  is  sncli  that  it  takes  only  3  days  for  its  sugar  to 
arrive  in  the  United  States. 

In  summary,  the  sugar  industry  of  Guatemala  has  made  outstfincl- 
ing  progress  during  the  past  years  and  will  continue  to  spend  the 
necessary  capital  and  encrg>^  to  maintain  expansion  in  the  years 
ahead.  Needless  to  say,  this  future  growth  would  be  materially  aided 
by  an  increase  in  its  ILS,  quota, 

A  description  of  other  actual  or  expected  special  arrfingement  coin- 
mitments  of  the  foreign  supplier  during  the  next  5  year  perimJ 
(whether  or  not  they  are  preferential  markets*  bilateral  or  nnilti lat- 
eral commitments,  including  plans  for  participation  in  the  world 
markeL 

Guatemala  has  no  other  bilateral  or  multilateral  commitments. 
However,  it  is  a  member  of  the  International  Sugar  Agree* ment  and 
has  been  since  1968.  The  current  Agreement  is  an  administrative 
agreement  with  no  provision  for  quotas  or  economic  clauses.  T  want 
to  emphasize  thnt  there  is  nothing  incompatible  in  Guatemala's  par- 
ticipation in  both  the  rnternational  Sugar  Agi^eement  and  the  United 
States  Sugar  Program,  and  indeed  the  majoi^ity  of  the  countries 
currently  supplying  sugar  to  the  United  States  are  in  the  same  posi- 
tion. The  1968  International  Sugar  Act  specifically  provided  for  spe- 
cial  arrangements  such  as  the  United  States  Sugar  Program,  aad 
any  obligation  of  Guatemala  under  the  Agreement  would  be  sec- 
ondary to  that  sugar  pledged  to  the  United  States,  The  United  States 
has  first  preference  on  the  exports  of  sugar  from  Guatemala,  and 
the  Guatemaian  Government,  as  mentioned,  issued  a  decree  reinforc- 
ing this  principle. 

As  stated  before,  Guatemala  is  a  fast  growing  sugar  producer 
and  must  maintain  markets  for  its  production.  It  must  increase  its 
exports  of  suarar,  and  to  the  extent  that  it  is  unable  to  ship  all  its 
sugar  to  the  United  States  for  lack  of  quota,  will  continue  to  export 
to  other  markets  and  to  support  the  Internationa!  Sugar  Agreement 
so  that  such  exports  can  be  made  in  an  orderly  fashion* 

Guatemala  is  a  proponent  of  the  idea  that  the  interests  of  bo^t^ 
consumers  and  producers  are  best  served  by  programs  which  pm?ide 
for  a  stable  and  constant  supply  of  sugar  and  an  orderly  marketing 
of  the  sugar.  The  United  States  Sugar  Act  is  a  model  of  such  a  pr»- 
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ram  and  Guatemala  is  thoroughly  convinced  that  the  current  situa- 
lon  of  tight  sugar  supplies  would  have  been  much  worse  if  the  U.S. 
►rogram,  which  provided  an  incentive  for  increased  production,  had 
LOt  existed.  Guatemala  does  not  believe  that  speculative  markets, 
ubject  to  the  whims  and  vagaries  of  the  supply-demand  situation, 
ire  beneficial  to  either  exporting  or  importing  nations. 

A  brief  explanation  of  the  nature  of  the  country's  sugar  industry 
a.nd  how  it  functions  including  the  extent  to  which  benefits  in  the 
industry  are  shared  by  su^ar  farmers  and  workers. 

The  Guatemalan  sugar  industry  consists  of  15  sugar  mills  plus 
independent  cane  growers.  There  is  no  government  participation  in 
ie  industry  except  in  a  regulatory  capacity.  The  industry,  both 
he  factories  and  cane  farms,  is  owned  almost  exclusively  by  Guate- 
lalan  interests.  The  majority  of  the  sugar  producers  have  joined 
>gether  in  the  Guatemala  Sugar  Association,  an  industry  trade  6r- 
anization  that  formulates  the  basic  sugar  policies  of  Guatemala.  It 

also  the  marketing  organization  for  selling  sugar  for  export  to 
le  United  States.  The  independent  cane  growers  have  likewise 
nited  in  a  trade  association,  the  National  Federation  of  Cane  Grow- 
ers of  the  Kepublic  of  Guatemala. 

An  official  agency  of  the  government,  the  National  Sugar  Com- 
lission,  consisting  of  government  representatives  and  representatives 
f  the  private  sugar  industry,  is  responsible  for  general  regulatory 
natters.  This  commission  establishes  production  and  sales  quotas  for 
11  of  the  mills  in  Guatemala  and  also  establishes  the  minimum  prices 
o  be  paid  to  the  independent  cane  growers. 

The  independent  cane  grower  has  been  one  segment  of  the  Guate- 
nalan  economy  that  has  benefitted  enormously  from  the  U.S.  sugar 
luota.  In  1961,  when  Guatemala  started  to  export  sugar  to  the  United 
States,  slightly  more  than  525,000  tons  of  cane  were  purchased  from 
ndependent  cane  growers,  while  in  the  72/73  crop,  more  than  2,800,- 
)00  tons  of  cane  were  purchased  from  the  same  group— an  increase 
)f  more  than  5i/^  timesi 

The  Guatemalan  cane  grower,  by  tradition,  receives  50  percent  of 
:he  gross  income  paid  to  the  sugar  mill  for  the  sugar  produced  by 
lis  cane.  This  system  not  only  enables  the  independent  cane  grower 
'^  get  an  equitable  return  for  his  product,  but  also  gives  him  the 
economic  stimulus  necessary  to  continue  producing  sugar  cane. 

The  economic  benefits  of  the  sugar  industry  are  shared  not  only 
by  the  cane  growers,  but  also  by  others  within  the  overall  Guate- 
malan economy.  It  provides  a  direct  source  of  employment  for  over 
100,000  people,  including  cane  cutters  and  consequently  supplies 
income  for  10  percent  of  the  total  population.  Even  during  the  non- 
sugar  producing  season,  the  industry  employs  over  15,000  persons  in 
the  cane  fields,  the  mills  and  in  closely  related  industries. 

The  per  capita  income  in  Guatemala  in  1973  was  $426,  while  the 
average  salary  in  the  sugar  industry  was  $679,  or  more  than  50  per- 
cent over  what  was  paid  to  the  average  worker.  The  industry,  in- 
cluding both  the  field  and  factory  workers,  and  taking  into  account 
the  minimum  fringe  benefits  required  by  Guatemalan  labor  law,  pays 
an  average  of  $2.66  per  day.  The  factory  workers  have  an  average 
daily  wage  of  $4.06  while  the  field  workers  average  $1.94  per  day. 
The  sugar  industry  employee  not  only  enjoys  wages  substantially 
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above  the  average,  but  also  has  fringe  benefits  which  rival  the  best 
of  other  industries  in  Guatemala:  housing,  schooling,  medical  and 
dental  care,  recreational  programs,  etc. 

Of  course,  the  sugar  industry  has  been  able  to  give  its  workers 
these  above  average  wage  and  fringe  benefits  due  to  the  continued 
expansion  of  the  industry  over  the  past  few  years.  Needless  to  say, 
the  sugar  industry  has  consequently  been  an  important  factor  in  in- 
creasing the  general  standard  of  living  for  all  the  citizens  of  Gutae- 
mala^  but  most  particularly  of  the  rural  area. 


WOHLD  MARKET  SALES  FOR  THE  PAST  3  TILARS 


4 


During  the  last  3  years  Guatemala  has  exported  to  the  world  mar 
ket  a  total  of  131 ,014  tons.  This  amount  consisted  of  sugar  avail 
able  for  export  after  filling  the  U.S*  quota* 


STATUS  OF  FOHEIOK  SUrPI-IER  S  DOMESTIC  CONStrMFTTON 


Consumption  of  sugar  within  Guatemala  continues  to  rise  rapidlyd 
Per  capita  consumption  of  white  sugar  has  increased  from  approxi 
mately  47  pounds  in  1968  to  over  63  pounds  in  1973.  Thus,  it  is 
estimated  that  in  1974  Guatemala  will  consume  approximately  200,- 
000  tons  of  sugar  internally. 

A  brief  social  and  economic  profile  of  the  foreign  supplier  countir^ 
including  its  dependence  on  sugar  as  a  source  of  foreign  exchange, 
its  need  for  economic  development,  and  the  importance  of  a  program 
market  in  the  United  States. 

Guatemala  is  approximately  the  size  of  Ohio  with  an  area  of 
42,000  square  miles.  A  census  in  1973  shows  a  population  of  5,2 
million.  Although  Guatemala  has  been  in  a  period  of  rapid  economic? 
growth  during  the  last  few  years,  as  per  capita  income  rose  from 
$366  in  1972  to  $426  in  1973,  it  continues  to  have  an  urgent  need 
to  develop  its  export  capabilities.  Guatemala  basically  has  an  agri- 
cultural economy;  it  literally  lives  off  its  land*  For  the  forse^^bk 
future  it  will  continue  to  have  to  rely  primarily  upon  its  agricultural 
products  to  earn  foreign  exchange.  Its  principal  export  products 
are  coffee,  cotton,  banana,  meat,  and  sugar.  As  the  Guatemalan  sapi^f 
industry  has  grown  in  recent  years,  the  products  of  this  emergmg 
industry  have  also  become  more  important  to  Guatemala  as  a  source 
of  much -needed  foreign  exchange.  In  the  4-yGar  period  of  1970  to 
1973  alone  the  total  value  of  U.S.  products  used  by  the  sugar  industry 
was  approximately  $9,5  million* 

Over  the  years,*  Guatemala  has  had  an  unfavorable  trade  balance 
with  the  United  States.  During  the  lO-year  period  of  1963  through 
1972,  Guatemala  had  a  net  disfavorable  balance  of  trade  with  tfe 
United  States  of  $13S  million  which,  for  a  country  the  size  of  Guate- 
mala, is  a  very  large  deficit.  The  sugar  industrj^  Velies  heavily  upon 
U.S.  machinery  and  other  products.  During *^  the  period  of  IW) 
through  1973  the  total  value  of  such  products  was  approximately 
$22  million. 

The  stability  of  the  U.S.  sugar  program  has  been  one  of  the  p^" 
mary  reasons  why  the  Guatemalan  sugar  industry  has  been  able  to 
show  such  strong  and  consistent  growth.  Without  the  existence  of 
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the  U.S.  program,  it  would  simply  not  have  been  possible  to  have 
made  the  necessary  investments  to  bring  about  the  expansion  thi^ 
has  occurred  over  the  last  few  years.  Despite  a  strong  world  maricrt 
at  the  present  time,  Guatemala  continues  to  need  to  have  the  stable 
market  of  the  U.S.  sugar  program  in  order  to  be  able  to  continue  the 
growth  of  its  sugar  industry. 

In  summary,  Guatemala  has  shown  itself  to  be  a  reliable  suf^U^r 
to  the  U.S.  market.  It  has  the  willingness  and  capability  to  fill  ft 
larger  quota  and  requests  that  it  be  allocated  an  annual  quota  erf 
150,000  tons. 

HONDURAS 

Performance  record  for  the  past  2  years — 1972-73 — amder  existing 
U.S.  Sugar  Act,  including  a  statement  of  the  extent,  if  any,  of  par- 
ticipation in  all  USDA  quota  actions  and  a  reaffirmation — ^for  the 
record — of  the  country's  commitment  to  fulfill  their  current  final 
adjusted  quota  for  1974  to  the  U.S.  market. 

Honduras  first  began  to  participate  in  the  U.S.  sugar  program  in 
1967.  From  1967  through  1972,  Honduras  fulfilled  its  U.S.  quota.  In 
fact,  during  the  fall  of  1971,  Honduras  shipped  an  additional  4,415 
tons  of  sugar  in  response  to  a  first-come-first-served  request.  This  re- 
quest was  later  rescinded  and  the  amount  of  sugar  shipped  was 
credited  to  the  1972  quota  of  Honduras.  Unfortunately,  however, 
during  the  calendar  years  1971  and  1972  Honduras  suffered  an  ex- 
treme drought  which  reduced  sugar  production  dramatically.  As  a 
result,  Honduras  was  not  able  to  meet  its  1973  quota.  Conditions 
were  so  severe  that  Honduras  was  required  to  import  sugar  in  order 
to  meet  domestic  needs.  The  damage  done  to  the  sugar  industry  by 
the  drought  will  also  make  it  impossible  for  Hondruas  to  meet  its 
1974  quota  in  full. 

Nevertheless,  Honduras  does  want  to  continue  to  participate  in 
the  U.S.  sugar  program  and  such  participsi^tion  can  be  continued 
without  subjecting  the  United  States  to. any  loss  of  sugar.  Honduras 
is  a  member  of  the  Central  American  Common  Market,  and  under 
the  Sugar  Act,  any  deficit  resulting  from  the  inability  of  a  member 
country  of  the  market  to  fulfill  its  quota  is  assigned  to  the  other 
Common  Market  countries,  which  are  Guatemala,  El  Salvador,  Costa 
Rica,  and  Nicaragua.  All  of  the  1973  Honduras  quota  was  fulfilled 
by  those  countries.  Furthermore,  any  portion  of  the  1974  quota  which 
Honduras  is  unable  to  meet  will  similarly  be  filled  by  tile  other 
members  of  the  Common  Market. 

I  emphasize  that  the  inabiltiy  of  Honduras  to  meet  its  quota  has 
not  been  caused  by  diversions  to  the  world  market.  Honduras  has 
not  shipped  sugar  to  the  world  market  since  1970,  when  its  quota 
was  only  7,500  tons,  and  will  continue  to  give  the  U.S.  market  first 
priority  with  respect  to  any  exported  sugar. 

Earlier  in  this  statement  I  discussed  the  fact  that,  under  the  pro- 
visions of  section  202(d)  (3)  of  the  act,  Honduras  woidd  be  required 
to  export  to  countries  otner  than  the  United  States  an  amount  of 
sugar  equal  to  the  amount  which  it  was  required  to  import  as  a  result 
of  the  drought.  Such  imports  would  have  to  be  made  by  not  later 
than  June  30,  1974.  Despite  this,  Honduras  has  determined  that  it 
-will  ship  all  of  its  exportable  sugar  to  the  United  States,  which  it 
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^1  believes  is  the  most  appropriate  action  that  it  can  take  during  this  1 
H  period  of  short  supplies,  Honduras  does  request  this  committee  to  I 
H  insure  that  its  quota  is  not  terminated  as  a  result  of  this  action,  f 

H  Performance  capability,  including*:  willingness  to  set  aside  reserves 
H  for  U.S,  market,  ability  to  make  timely  shipments,  cun'ent  produc- 
H  tion  and  shipping  capability,  and  plans  within  the  next  5  years  for 
"   expansion  of  production,  processing,  loading  and  storage  facilities— 

that  is,  a  detailed  explanation  and  evaluation  of  the  country's  exist- ■ 
^  ing  sugar  industry  and  its  future.  M 

H  Despite  the  difficulties  caused  by  the  drought  Honduras  continues  ■ 
"  to  make  strenuous  efforts  to  expand  and  improve  its  sugar  industry. 
The  current  installed  capacity  of  Honduras  sugar  mills  totals 
105,000  tons  per  year;  There  is  now  under  cultivation  sufficient  acre- 
age, for  such  mills  to  operate  at  their  full  capacity.  Additionally, 
plans  have  now  been  completed  for  the  installation  of  two  additional 
mills  of  a  capacity  pf  20.000  short  tons  each.  These  mills  are  expected 
to  be  in  full  production  by  1&76.  Therefore,  by  1970  Honduras  will 
be  able  to  supply  a  U.S,  quota  of  25,000  tons.  In  the  meantime,  as 
noted  earlier,  any  deficits  in  the  amount  of  sugar  shipped  by  Hon- 
duras to  the  United  States  will  be  fulfilled  by  the  other  members  of 
the  Central  American  Common  Market. 

Honduras  also  has  good  transportation,  storage  and  port  facilities. 
The  principal  sugar  port  of  Honduras,  Puerto  Cortez,  is  located  at 
a  distance  of  only  about  40  miles  from  the  principal  sugar  producing 
areas.  A  new  bulk  storage  system  with  a  capacity  of  10,000  tons 
has  recently  been  completed. 

A  description  of  other  actual  or  expected  special  arrangement 
commitments  of  the  foreign  supplier  during  the  next  5-year  period— 
whether  or  not  they  are  preferential  markets,  bilateral  or  multilat- 
eral commitments,  including  plans  for  participation  in  the  world 
market. 

WDHID  MARKET  BAI^S  FOR  THE  PAST  3  TZARS 


I 
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Honduras  is  a  member  of  the  International  Sugar  Agreement 
which  at  the  current  time,  however,  does  not  have  quotas  or  other 
economic  provisions  in  effect.  Although  it  is  Hondtiras'  intention  to 
continue  to  participate  in  the  International  Sngar  Agreement,  it 
will  ship  sugar  to  the  world  market  only  to  the  extent  that  it  is  able 
to  do  so  after  meeting  its  U,S.  quota.  As  a  practicable  matter,  it  will 
probably  be  some  years  before  Honduras  will  be  capable  to  shipping 
any  significant  amount  of  sugar  to  a  market  other  than  the  United 
States. 

A  brief  explanation  of  the  nature  of  tlie  country's  sugar  industry 
and  how  it  functions  including  the  extent  to  which  benefits  in  the 
industry  are  shared  by  sugar  farmers  and  workers* 

At  tlie  present  time  Honduras  has  four  sugar  mills  with  a  widely 
dispersed  ownei*ship.  There  is  an  average  of  1,000  shareholders  per 
mill,  and  no  single  individual  owns  more  than  5  percent.  These  mills 
cooperate  among  one  another  in  ordei-  to  further  develop  the  sugar 
industry.  The  benefits  of  the  industry  in  Honduras  are  shared  widely. 
As  of  1973,  the  industry  employed  approximately  5,500  persons. 
Those  employees  who  are  employed  on  a  year-round  basis  earn  ap- 
proximately $2,412  per  annum.  Workers  working  on  a  temporary 
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basis  earn  approximately  $2.80  to  $4  per  day.  Additionally,  workers 
are  provided  with  a  comprehensive  program  of  other  benefits,  in- 
cluding housing,  medical  care,  and  education  and  family  programs. 
In  addition  to  persons  employed  directly  by  the  mills,  there  are  many 
independent  growers  of  cane  who  share  fully  in  the  economic  growth 
of  the  industry. 

STATTTS  or  FOREIGN  SUPPLIER'S  DOMESTIC  CONSUMPTION 

In  common  with  other  countries  of  Central  America  the  domestic 
consumption  of  sugar  has  grown  rapidly  in  Honduras.  In  1961  per 
capita  consumption  totaled  approximately  30  pounds.  In  1974  do- 
mestic consumption  is  expected  to  be  approximately  54  pounds  per 
capita,  or  a  total  of  approximately  75,000  tons. 

A  brief  social  and  economic  profile  of  the  foreign  supplier  country, 
including  its  dependence  on  sugar  as  a  source  of  foreign  exchange, 
its  need  for  economic  development,  and  the  importance  of  a  program 
market  in  the  United  States. 

Honduras  is  a  developing  country  with  a  pressing  need  to  develop 
its  export  capacity.  Although  to  date  sugar  has  not  been  a  principal 
source  of  foreign  exchange,  it  represents  an  important  area  of  poten- 
tial groAvth.  The  land  is  ideal  for  the  growth  of  sugar  cane  and  with 
the  continued  development  of  the  industry  and  in  particular  with 
the  continued  development  of  irrigation  programs  which  will  tend 
to  insulate  it  from  drought  conditions,  Honduras  promises  to  be  a 
source  of  dependable  sugar  supplies  for  the  United  States. 

Honduras  has  an  area  of  approximately  42,000  square  miles  with 
most  of  its  population  living  m  rural  areas.  As  of  1973,  the  popula- 
tion continues  to  grow  at  a  rate  of  about  3.36  percent  per  year. 
Honduras  has  an  overall  need  to  continue  its  economic  development, 
and  continuing  participation  in  the  U.S.  sugar  market  is  oi  vital 
importance  in  that  development. 

Despite  temporary  adverse  conditions,  Honduras  promises  to  be  a 
reliable  supplier  of  U.S.  sugar  in  tlie  years  to  come.  With  the  en- 
couragement of  a  U.S.  quota,  the  industry  will  continue  to  make 
the  necessary  expenditures  of  capital  and  eflFort  in  order  to  increase 
its  production  to  the  level  necessary  to  meet  its  obligations  not  only 
to  its  own  population,  but  also  to  the  United  States.  Honduras  re- 
quests that  its  current  quota  be  maintained  through  1975,  and  that 
it  be  increased  to  25,000  tons  effective  in  1976. 

NICARAGUA 

Performance  record  for  the  past  2  years — 1972-73 — ^under  existing 
U.S.  Sugar  Act,  including  a  statement  of  the  extent,  if  any,  of  par- 
ticipation in  all  USDA  quota  actions  and  a  reaffirmation — for  the 
record — of  the  country's  commitment  to  fulfill  their  current  final 
adjusted  quota  for  1974  to  the  U.S.  market. 

Nicaragua  has  met  its  assigned  quotas  under  the  Sugar  Act,  and 
it  again  pledges  that  it  will  continue  to  do  so,  not  only  for  the  year 
1974,  but  during  the  term  of  the  extension  of  the  act.  It  is  significant 
that  Nicaragua  did  experience  some  difficulty  in  meeting  its  1973 
quota  because  of  imfavorable  weather  affecting  the  1972-73  crop 


Digitized  by  VjOOQIC 


502 


and  a  devastating  earthquake.  Nevertheless,  by  exerting  extraordi- 
mjaary  efforts,  Nicaragua  was  able  to  meet  its  quota  in  full  plus  a 
^Bmall  additional  amount. 

Performance  capability*  including   willingness  to  set  aside  re- 

I server  for  U,S*  market,  ability  to  make  timely  shipments,  current 
production  and  shipping  capability,  and  plans  within  the  next  5 
years  for  expansion  of  production,  processings  loading,  and  storage 
Jacilities— that  is,  a  detailed  explanation  and  evaluation  of  the  coun- 
try's existing  sugar  industry  and  its  future. 

Nicaragua  is  producing  sufficient  sugar  to  both  meet  its  domestic 

aeeds  and  its  quota  under  the  U.S*  sugar  program.  On  the  basis  of 

tits  curreJit  production,  Nicaragua  could  meet  a  U.S.  quota  of  125^000 

[tons  in  1975  and  this  amount  could  be  increased  to  a  total  of  196,500 

5ns  by  the  year  1979.  It  is  a  well  established  industry  with  good 

transportation,  storage  and  shipping  capabilities.  These  factors,  plus 

its  nearness  to  the  U*S*  market,  insure  that  it  can  make  timely  ship- 

nents  of  supplies*  The  current  plans  of  the  industry  for  expansion 

rill  result  m  an  increase  from  current  production  of  209,000  tons 

an  anticipated  production  of  325,000  tons  in  the  year  197&,  Thus, 

Ithe  Nicaraguan  quota  can  be  continued  and  increased  with  assurance 

Fthat  such  quota  will  be  fulfilled. 

A  description  of  other  actual  or  expected  speeial  arrangement 

•commitments  of  the  foreign  supplier  durmg  the  next  5-year  period — 
whether  or  not  they  are  preferential  markets,  bilateral  or  multilat- 
eral commitments,  including  plans  for  participation  in  the  world 
market  Worid-market  sales  for  the  past  3  years, 

Nicaragua  is  a  provisional  member  of  the  International  Sugar 
Agreement  which,  as  has  been  previously  stated,  does  not  currently 

•provide  for  quotas  or  other  economic  provisions*  If,  at  some  future 
date,  the  agreement  is  modified  to  provide  for  quotas  it  will  not^ 
however,  in  any  way  interfere  with  Nicaragua  fulfilling  its  U.S. 

I  quota.  The  agreement  specifically  recognizes  other  arrangements  such 
as  the  U.S.  Sugar  Act.  Therefore,  any  exports  by  Nicaragua  to  the 
World  market  w^il  be  made  only  from  such  sugar  as  may  remain 
available  for  export  after  having  fulfilled  its  obligation  to  the  United 
States  in  full. 
During  the  last  3  years  Nicaragua  has  sold  71,200  tons  of  sugar  to 
^the  world  market.  Such  sales  were  made  not  at  the  expense  of  the 
""U.S.  sugar  program,  but  only  from  sugar  which  was  available  for 
export  above  and  beyond  the  amount  required  to  meet  U.S.  quotas. 
A  brief  explanation  of  the  nature,  of  the  country's  sugar  industr}' 
and  how  it  functions  including  the  extent  to  which  benefits  in  the  in- 
dustry are  shared  by  sugar  farmers  and  workers, 

Nicaragua  is  one  of  the  oldest  sugar  industries  in  Central  America^ 
It  is  concentrated  on  the  Pacific  coast  of  the  country  with  only  one 
of  the  six  functioning  mills  located  on  the  Atlantic  coast.  The  mills 
are  organized  as  stoct  companies  with  all  but  a  very  small  portion 
of  the  shares  held  by  Nicaraguan  interests.  In  addition  to  producing 
sugar,  parts  of  the  industry  are  also  engaged  in  the  sale  of  molasses 

*and  in  the  operation  of  a  distillery  for  the  production  of  rum  and 
alcohol. 
The  benefits  of  the  sugar  industry  are  shared  by  both  the  farmers 
and  the  workers.  An  important  segment  of  cane  ground  in  Nicaragua 
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5  produced  by  independent  farmers.  The  wages  paid  to  workers  in 
tie  industry  have  increased  steadily  over  the  last  few  years  which 
las  been  made  possible  in  large  part  by  the  stabili^  offered  by 
^Nicaragua's  participation  in  the  U.S.  sugar  program.  Current  wage 
rates  for  agricultural  workers  in  the  industry  range  from  $3.19  to 
^5.62  per  day.  The  wages  of  workers  working  wittdn  the  mills  or 
ihe  other  industrial  aspects  of  the  industry  range  from  $4.97  to 
)19,01.  These  wage  rates  are  significantly  higher  than  the  wages  paid 
n  all  other  agricultural  pursuits  within  Nicaragua. 

In  addition  to  the  wages  paid,  there  are  comprehensive  programs 
d  health  care,  housing,  and  education.  Additionally,  the  industry 
Jso  provides  commissary  services  for  workers  offermg  basic  food- 
tuffs  at  prices  which  are  well  below  the  market  price.  The  largest 
nill  in  Nicaragua,  which  employs  a  large  portion  of  the  total  work 
•orce  in  the  industry,  provides  to  its  workers  complete  palrticipation 
lot  only  for  the  worker,  but  for  his  family.  This  mill  also  has  a 
>rofit-sharing  plan  which  distributes  10  percent  of  each  year's  profits 
n  Nicaragua's  Social  Security  System  which  provides  many  benefits 
0  the  workers. 

STATUS  OF  FOREIGN  SUPPLIER'S  DOMESTIC  CONSUMPTION 

Domestic  consumption  of  sugar  within  Nicaragua  is  high  and  con- 
tinues to  grow.  Per  capita  consumption  in  1966  was  76.31  pounds, 
ind  this  amount  is  expected  to  reach  96.91  pounds  per  capita  by  1974. 

A  brief  social  and  economic  profile  of  the  foreign  supplier  country, 
including  its  dependence  on  sugar  as  a  source  of  foreign  exchange,  its 
leed  for  economic  development,  and  the  importance  of  a  program 
narket  in  the  United  States. 

Nicaragua  in  common  with  other  countries  of  Central  America 
must  rely  upon  agricultural  exports  to  earn  foreign  exchange.  It  is 
a  developing  country  attempting  to  foster  its  overall  economic 
p'owth  in  order  to  provide  a  better  standard  of  living  for  all  of  its 
citizens. 

No  consideration  of  the  current  Nicaraguan  social  and  economic 
status  would  be  complete  without  discussing  the  catastrophic  earth- 
[Uake  which  was  suffered  by  Managua,  the  capital  and  principal 
ity  of  Nicaragua,  on  the  night  of  December  22,  1972.  We  know  that 
ie  members  of  this  committee  are  well  aware  of  the  Nicaraguan 
irthquake  and  the  amount  of  death  and  destruction  that  it  caused, 
here  is,  therefore,  no  need  for  an  extensive  review  of  the  effects  of 
lis  earthquake  before  this  committee.  It  is  significant  to  note,  how- 
ler, that  the  center  of  Managua,  which  was  the  economic  and  resi- 
^ntial  hub  of  the  entire  country,  was  totally  destroyed.  Four  hun- 
t*ed  thousand  people  have  had  to  be  relocated  with  attendent  human 
lisery  and  loss.  The  net  effect  of  the  earthquake  has  been  to  cause 

severe  degree  of  overcrowding  as  many  families  have  been  forcd 
>  live  in  dwellings  intended  for  only  one  family.  Nevertheless,  the 
icaraguan  people  have  reaffirmed  and  rededicated  themselves  to 
^building  their  capital  city  and  their  country.  Nicaragua  also  wants 
3  recognize  here  today  the  very  generous  assistance  which  has  been 
ff ered  both  by  the  Government  of  the  United  States  and  by  millions 
f  American  citizens  acting  privately. 
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The  economic  disaster  to  Nicaragua  has  increased  the  importance 
of  a  conHnuing  developmeut  of  all  of  its  economy.  Nicaragua  needs 
the  continuing  stability  of  the  ILS.  sugar  program  in  order  to  coji- 
tinue  to  dt^relop  its  sugar  industry.  Because  of  the  quota  provided 
to  Nicaragua,  sugar  has  assumed  an  increasingly  important  role  in 
the  overall  agricultural  expoits  of  Nicaragua,  In  1968  sugar  ac- 
counted for  5.4  percent  of  total  agricultural  exports.  By  1972  this 
amoimt  had  been  increased  to  1*3.59  percent.  During  this  period  of 
economic  crisis  caused  by  the  earthquake  the  sugar  industry  is  pay- 
ing a  10-percent  tax  on  all  exports  of  sugar  and  molasses  as  a  coa- 
tribittion  to  the  reconstruction  effort  in  addition  to  all  other  taxeSp 

Finally,  we  would  like  to  note  that  the  United  States  enpys  a 
favorable  balance  of  trade  with  Nicaragua.  During  the  period  of 
19f>6  to  1072  Nicaragua  imported  from  the  United  States  products  of 
a  total  value  of  $477  million  and  exported  to  the  United  States  prod- 
ucts of  a  total  value  of  $*1D2  million,  resulting  in  a  net  favorable 
balance  of  track  for  the  United  States  during  that  7-year  period  of 
$85  million.  During  the  3-year  period  of  1970  to  1972  just  one  mill 
San  Antonio,  imported  U.S.  products  of  a  total  value  of  $700,000. 

In  summary,  Nicaragua  must  and  will  continue  to  develop  its 
sugar  industry.  It  will  do  all  that  it  can  to  increase  its  exports  of 
sugar  generally  and  looks  forward  to  a  continuation  of  participation 
in  the  U.S.  sugar  program  which  h  essential  to  such  developnicnt. 
Nicaragua  asks  for  a  total  quota  of  125,000  ions  on  the  basis  of  its 
ability  to  produce  sufficient  sugar  to  meet  a  quota  of  that  amount, 
and  its  record  of  dependable  performance  in  previous  years. 

In  summary,  Mr.  Chaimian,  all  of  the  members  of  the  Central 
American  Sugar  Council  desire  to  continue  to  participate  in  the 
sugar  program  at  increased  quota  levels.  Once  the  committee  has 
determined  that  the  factors  set  forth  in  the  chairman^s  annoimcernent 
have  been  satisfied,  the  council  recommends  that  quotas  be  allocated 
upon  the  basis  of  (1)  the  need  to  increase  pmduction,  (2^  the  need 
to  lessen  dependence  upon  a  few  major  suppliers  and  (3)  ne^miess 
of  supplier.  We  believe  that  application  of  the  above  criteria  and 
the  factors  set  forth  in  your  annoimcement,  which  we  have  addressed 
in  the  reports  on  each  country's  industry  and  in  our  statement  todaT, 
will  support,  thp.  allocation  of  the  quota  levels  requested,  Thev  ^^'' 
El  Salvador  12rj,000  tons,  Guatemala  150,000  tons,  Honduras  15,000 
tons  now  and  25,000  tons  eifective  in  1976  and  Nicaragua  1^5,000 
tons. 

The  council  also  recommends  that : 

The  act  be  extended  for  at  least  5  years; 

That  all  quotas  be  assigned  to  particular  countries  rather  than 
establishing  an  "undesignated''  quota; 

That  the  act  be  moditied  to  permit  greater  secreiarial  discretioi 
in  the  termination  or  reduction  of  quotas; 

That  quarterly  quotas  not  be  used,  and 

That  tlie  Central  American  Common  Jilarket  sharing  provision  be 
retained. 

Thank  you,  Mi'.  Chairman,  that  concludes  our  statement, 

Mr.  Rahick.  Thank  you,  Mr.  Todd. 

The  re^ason  we  ask  for  the  cooperation  of  the  witnesses  in  limiting 
time  is  because  many  of  the  membei^  would  like  to  ask  questions. 
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Mr.  Todd.  I  understand. 

Mr.  Rarick.  So  if  you  and  Mr.  Boggs  will  remain,  we  will  ques- 
tion you  after  the  other  witnesses  have  completed. 

The  next  witness  is  Mr.  Rex  V.  Yomigquist,  South  Miami,  Fla.  He 
is  accompanied  by  Mr.  J.  Anthony  Moran  and  Mr.  Edward  E. 
Cubberley. 

We  welcome  you  to  the  witness  table,  gentlemen.  We  will  be  happy 
to  receive  your  testimony. 

May  I  ask,  is  one  or  all  of  you  to  make  a  statement. 

Mr.  MoRAN.  Mr.  Chairman,  in  the  interest  of  time,  Mr.  Youngquist 
will  make  a  statement  from  his  prepared  statement,  but  I  am  asking 
him  to  delete  from  his  formal  presentation,  that  is  contained  in  the 
statement  which  has  been  filed  with  the  committee,  reference  made 
to  the  suggested  amendments  to  the  Sugar  Act.  I  will  make  myself 
available  at  the  chairman's  request  to  answer  any  questions  concern- 
ing those  proposed  amendments. 

There  are  also  some  minor  typographical  errors  and  other  correc- 
tions which,  with  the  chairman's  permission,  we  will  make  with  the 
reporter  after  the  session. 

Mr.  Rarick.  Thank  you  very  much,  Mr.  Moran. 

Mr.  Youngquist,  you  may  proceed. 

STATEMENT  OF  REX  V.  YOUNGQUIST,  SOUTH  MIAMI,  FLA.,  ACCOM- 
PANIED BY  J.  ANTHONY  MORAN,  AND  EDWARD  E.  CUBBERLEY 

Mr.  Youngquist.  Mr.  Chairman,  my  name  is  Rex  Youngquist  of 
Miami,  Fla.  I  am  accompanied  by  Mr.  Donald  Applegate  of  Ferri- 
day.  La.,  and  our  legal  coimsel,  J.  Anthony  Moran  of  Washington, 
D.C.  Mr.  Applegate  was  to  be  here,  but  he  is  a  gentleman  of  some 
70  years  of  age  and  a  claimant  with  me  in  this  case. 

We  are  here  today  to  speak  to  retention  of  section  408(c)  of  the 
Sugar  Act  (7  U.S.C.  1158(c))  in  the  legislative  extension  before 
this  committee.  We  would  further  urge  you  to  pass  some  form  of  the 
alternative  amendments  to  that  section,  as  herein  proposed,  to  fur- 
ther assure  implementation  of  the  legislative  purpose  of  that  section 
toward  the  protection  of  citizens  such  as  ourselves. 

The  record  in  this  expropriation  matter  was  brought  before  the 
House  Committee  on  Agriculture  and  other  committees  of  Congress 
by  myself  and  Mr.  Applegate  in  1971  during  the  course  of  the  hear- 
ings dealing  with  the  last  extension  of  the  act.  I  have  attached  for 
the  reference  of  the  committee  our  full  statement  before  the  Senate 
Finance  Committee  on  June  21,  1971,  which  also  was  made  a  part 
of  the  record  of  this  committee  at  that  same  time.  Then,  it  was  hoped 
that  the  concerns  expressed  by  Congress  regarding  the  unchallenged 
and  fully  documented  1961-62  expropriation  of  our  lands  would 
brin^]:  about  some  form  of  good  faith  settlement. 

(The  above  referred  to  stilt ement  may  be  found  on  p.  507.) 

We  are  here  today  to  testify  that  despite  repeated  efforts  involving 
ourselves  and  counsel,  no  such  settlement  has  been  attained.  Al- 
though we  continue  to  pursue  all  and  every  possible  avenue  toward 
settlement,  including  the  various  measures  which  are  placed  within 
the  discretion  of  the  President  under  section  408(c)  of  the  present 
act,  we  have  no  reason  to  believe  that  our  ongoing  attempts  will  meet 
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with  any  p:reater  success  than  those  in  the  past.  Absent  inducement 
to  act  in  the  form  of  an  automatic  or  mandatory  sanction,  time  ia^ 
very  much  on  the  side  of  a  decalcitrant  or  troubled  foreign  governs 
ment  which  can  hold  out  indefinitely  the  promise  of  a  good  faith^ 
settlement  without  ever  making  final  and  definite  commitment. 

It  seems  extraordinary  to  us  that  no  relief  has  been  foithcomin^ 
regarding  this  long-standing,  unchallenged,  and  documented  claii^l 
now  in  its  13th  year.  We  find  such  circumstance  particularly  difficult 
to  understand  in  view  of  section  408(c),  which  permits  a  duty  in 
the  amount  of  $20  per  ton  to  be  levied  against  the  Bolivian  Govern- 
ment for  purposes  of  reimbursement  of  claimants  such  as  ourselves. 
We  find  the  situation  further  not  undei'standable  in  view  of  the  pn)* 
visions  of  22  U,S.C,  2370(e),  the  Hickenlooper  amendment,  whicii 
mandate  suspension  of  all  assistance  to  a  country  which  has  ex- 
propriated property  owned  by  U.S.  citizens.  J 

There  is  no  question  but  tiiat  our  cause  has  been  repeatedly  under*  J 
mined  by  various  internal  difficulties  and  changes  of  government 
within  the  country  of  Bolivia.  We  realize  also  that  application  of  tfie 
above  provisions  might  involve  diplomatic,  political,  or  even  mili- 
tary considerations  on  the  part  of  the  executive  branch.  Yet,  these 
factors  notwithstanding,  the  independent  legislative  purpose  of  the 
cited  statutes  seems  clear:  that  is  the  protection  and  compensation 
of  citizens  as  ourselves,  who  find  themselves  ensnared  in  the  vagarios 
of  international  diplomacy. 

The  record  shows  that  private  citizens  simply  are  not  equipped 
to  deal  successfully  with  a  foreign  government  m  expropriation  mat- 
ters. This  appears  particularly  so  with  respect  to  those  governraenfe 
characterized  by  internal  instability.  In  recognition  of  tiiis  imbalance 
Congress  has  passed  specific  remedial  laws.  We  respectfully  ask  to- 
day that  these  laws  be  maintained  and  enforced,  or  so  amended  as 
to  "further  and  definitely  effectuate  their  remedial  and  equitable 
purpose. 

The  legislati\^e  history  of  the  Sugar  Act  stands  for  strong  con- 
gressional support  of  the  relief  set  forth  in  the  proposed  amend- 
ments. Indeed,  since  1962  the  acthas  provided  for  some  penalty  t^  be 
effected  by  the  President  involving  quota  suspension  or  the  levying 
of  an  impost.  In  19T1  tiie  Senate  version  specifically  called  for  man' 
datory  Presidential  levy  of  the  $20  per  ton  import,  and  set  up  an 
elaborate  separate  procedure  involving  direct  citizen  appeal  to  the 
U.S.  Tariff  Commission  in  a  new  title  VI  to  provide  for  adequate 
compensation  of  citizens  who  have  been  the  victims  of  foreign  ex- 
propriations. The  very  fact  that  we  are  here  today  is  ample  proof 
of  the  necessity  for  some  such  automatic  or  mandatory  guarantees 
within  the  framework  of  this  legislation. 

Recently  there  has  taken  place,  and  we  gather  with  the  active 
participation  of  the  Executive  Branch,  an  agreement  with  the  Gov- 
ernment of  Peru  involving  a  payment  of  some  $150  million  to  com- 
pensate several  U.S.  conipanies  fox  longstanding  nationalisation 
claims.  We  are  not  W,  E,  (rrace  or  Exxon^  and  our  claim  is  not  any- 
where  near  $150  million.  Perhaps  therefore  we  should  not  reasoih 
ably  expect  the  Executive  Branch  to  involve  itself  in  the  negotiation 
of  our  type  of  claim,  as  apparently  occurred  in  the  Peruvian 
situation. 
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We  do  believe,  however,  that  our  circumstance  has  been  and  must 
continue  to  be  of  considerable  concern  to  our  Government.  We  feel, 
moreover,  that  this  concern  can  well  be  met  through  retention  and 
strengthening  of  Section  408(c)  as  herein  respectfulTv  proposed.  Our 
case  would  appear  to  forcefully  stand  for  the  conclusion  that  only 
through  such  mandatory  and/or  automatic  provisions  for  relief  will 
foreign  governments  fairly  and  expeditiously  settle  the  debts  of  ex- 
propriation. Only  through  this  kind  of  procedure,  we  further  believe, 
will  citizens  in  the  future  be  spared  the  cost,  the  time,  and  the  in- 
convenience which  we  have  experienced  in  our  12-year  wait  for  en- 
forcement of  our  rights  under  international  law. 

Thank  you,  Mr.  Chairman,  and  members  of  the  committee.  Mr. 
Applegate  and  myself  appreciate  this  opportunity  to  testify. 

Mr.  Karick.  Thank  you  very  much,  Mr.  Youngquist.  If  you  and 
ill*.  Moran  will  remain  there  may  be  some  questions  after  we  have 
heard  the  rest  of  the  witnesses. 

[The  statement  referred  to  by  Mr.  Youngquist  follows:] 

Statement  of  Rex  V.  Youngquist  and  Donald  V.  Applegate,  U.S.  Citizen 
Claimants  Against  the  Bolivian  Government  fob  Their  Expropriated 
Property,  Before  the  Senate  Finance  Committee,  June  21,  1971 

Mr.  Chairman,  my  name  is  Rex  Youngquist  of  Miami,  Florida.  I  am  accom- 
panied by  Mr.  Donald  Applegate  of  Ferriday,  Louisiana,  and  our  legal  counsel, 
J.  Anthony  Moran  of  Washington,  D.C.  Mr.  Applegate  and  I  are  claimants  in 
XI  claim  that  we  have  pursued  against  the  Government  of  Bolivia  for  a  period 
of  nine  years.  We  claim  compensation  for  our  land  expropriated  in  1961  by  the 
BoUvian  Government.  The  facts  are  these: 

In  1949,  I  met  Mr.  Applegate,  who  had  spent  considerable  time  in  South 
America.  We  formed  a  partnership  to  find,  acquire,  and  develop  agricultural 
property  in  South  America.  In  this  respect,  w^e  began  a  search  for  suitable  land, 
which  lasted  almost  two  years.  We  purchased  a  Jeep  for  about  $3,000.00  and 
hired  a  drive-guide  and  a  helper,  which  cost  about  $40.00  per  week,  to  assist  us 
in  scouting  the  wild  countryside  for  good  farming  land.  When  we  would  locate 
what  appeared  to  be  suitable  land,  we  would  have  to  hire  20  to  40  men  to  check 
its  soil  quality.  This  was  accomplished  by  traveling  on  horseback  throughout 
the  potential  property  and  cutting  trails  ^  mile  across  the  width  of  the  sur- 
veyed area  to  withdraw  soil  samples.  Finally  we  located  the  land  in  question. 
It  encompassed  an  area  7  by  17  miles  and  it  took  us  and  40  men  approximately 
four  months  to  withdraw  the  samples  necessary  to  determine  the  soil  quality  of 
the  land.  We  sent  these  samples  back  to  the  United  States  for  chemical  analysis 
to  further  assure  ourselves  that  the  land  was  good  for  farming  purposes. 

We  jointly  purchased  the  land — the  farms  Las  Gamas,  Olarra,  and  La 
Florida,  which  we  integrated  into  an  estate  called  Rincon  de  Sauces — in  March, 
1951,  for,  in  total,  2,094,578.08  Bolivianos.  My  own  recollection  is  that  we  spent 
considerably  more  than  the  facts  indicate,  but  the  oflScial  exchange  rate  for  the 
first  (iuarter  of  1951  (60.60  Bolivianos  to  the  dollar)  places  the  value  contained 
in  the  deed  at  $34,580.00  (U.S.).  In  addition  to  this  sum,  in  accordance  with 
the  customs  of  the  country,  we  paid  a  considerable  amount  "under  the  table." 
The  vendor  was  a  judge  and  "to  assure  ourselves  of  good  title"  we  had  to  pay 
the  judge  a  fee  as  a  legal  advisor  (in  addition  to  the  fee  paid  to  our  own 
counsel),  and  give  substantial  cash  gifts  to  members  of  his  family.  This  addi- 
tional expense  has  added  between  $7,000.00  and  $10,000.00  (U.S.)  to  the  acqui- 
sition cost. 

The  land  we  purchased  was  literally  raw  jungle,  the  only  improvement  being 
a  very  old  and  dilapidated  farmhouse.  We  immediately  began  clearing  land 
and  cleared  and  destumped  400  hectares  (about  1,100  acres),  the  maximum  al- 
lowed by  law.  Fences  were  strung,  a  well  was  dug,  and  a  40  km  (25  mile) 
road  was  built  by  the  farm.  We  built  a  farmhouse,  administrative  offices,  a 
harn,  schoolhouse,  a  tile  factory,  and  housing  for  40  families  of  workers.  We 
continually  purchased  tools  (machetes,  axes,  files,  etc.)  and  invested  heavily  in 
agricultural  equipment  and  machinery. 
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During  the  1950-^7  period,  we  pur<'hased  twf>  Je<*ps,  two  6  by  6  trucks,  foi 
tractors,  two  diac  plnwg,  two  cultivators,  as  wpll  a  a  other  similar  etiuipmeat» 
Our  expensea  in  clearing  land,  in  building  and  construction,  and  in  purcbasl 
tools  and  macbinery  in  close  to  2,44K),lKH>A)l)  Bolivianos,  about  .^2tHUMJ4Xt>0  {V.^,y 
We  httve  spent  an  additional  6Sl,6OI>.O0  Bolivianoiij  for  labor  coslis  in  develop] 
tUe  land,  and  3T9,20(>.()()  Bolivianoy  for  farm  supplies   (including  food  for  our 
workers  and  their  families),  adding  ^88.334.00  to  our  expenses. 

Tbe  farmland  vvaa  of  excellent  soil  quality,  *4nsiirijassable  for  agrieulture^''^ 
Over  the  years,  we  planted  40  hectares  of  coffee,  about  50  hectares  of  augar^ 
cane,  an  orchard  (oranges,  graijefniit,  pears,  and  mangos),  and  200  hect^ires  of 
jellow  com.  il  might  add,  parentlieticfl.lly,  that  we  introduced  this  crop  to 
Bolivia  and  iJicreascd  production  440%.)  AVe  further  uxi>erlmented  with  sny 
beans,  velvet  befin.s,  aud  cattle  ranctiing*  Our  experiment's  with  varjoui^  plant- 
ing:* cost  310,000JK)  Bolivianos  and  those  with  livestock  cost  18,000.00  Bolivi- 
anos. This  is  etpiivalent  to  $33,083.00  (U.S.). 

Over  the  years,  our  land  developed  a  rather  ^ood  potential  as  an  Income 
producing  farm.  As  our  records  were  destroyed  when  the  farm  was  t alien  fp^ui 
us,  much  of  this  is  still  from  memory.  Through  our  cash  crop^,  rice,  coffee,  yut'a, 
and  corn,  I  would  estimate  that  during  the  first  few  years^ — ^say  1951  througli 
1054^we  cleared  approximately  $10,000.00  to  $15,000.00   (U.S.)   a  year,  whieli      i 
we  put  back  Into  the  development  of  this  land.  After  that,  I  cannot  bslj  what      | 
we  earned,  hut  in  1957,  for  example*  when  the  Point  B'our  Program  failed  to      j 
supply  us  with  equipment  on  time,  we  lost  a  rice  crop  worth  over  $7O,(K)0.0y 
<U.S.). 

Though  the  Bolivian  Government  claims  to  have  expropriated  8,T2,^  hectares 
<23,557-5  acres  J  on  November  18.  1901,  1  would  strongly  dispute  that  daim. 
The  actual  expropriation  took  place  in  April,  1062.  Neither  Mr,  Applegate  oor 
our  overseer  nor  myself  had  any  notice,  be  it  legal  or  implied,  or  even  auF 
Imowiedge  of  w^hat  had  happened,  until  April,  1962,  What  the  Government  ilirl 
was  to  back  date  its  action  so  as  to  preclude  it  from  t>eing  subject  to  llie 
H  ickenloope  r  A  men  d  men  t. 

In  1963,  Mr.  Applegate  and  myself  had  several  experts  of  Bolivian  uationalltTr 
examine  the  land.  Their  appraisals  placed  the  land  value  at  between  ^fil.OO  and 
.$68J5  (U.S.)  per  hectare  ($22.00  and  ^25. 40  {U,S4  per  acre),  Since  then,  tiie 
land  value  has  increased  to  between  $110.00  and  $150.00  (U.S.)  per  hLtctart 
$47.41  and  $55.50  (U.S.)  per  acre)  in  1971,  and  will  probably  double  by  Wft'l 
Based  on  the  $01.00  per  hectare  estimate,  we  have  lost  about  $530,000.00  (US.) 
worth  of  land. 

Mr.  Applegate  and  myself  have  lost  over  $350,000.00  ( U.S. )  in  the  loss  <^t 
our  equipment  and  improvements.  The  land,  valued  at  $530,000.00  (U.S.)  brings 
our  loss  to  $S80,0(MK00.  Adding  in  tlie  cost  of  acquisition  (including  ah  oot 
cost.s)  and  our  expens^es  subsequent  to  1961,  we  have  lost  over  $9riO.OOO.OO 
(U.£^.).  (The  actual  claim  is  something  less  than  this  figure,  as  certain  of  oar 
expenses  cannot  he  recovered,) 

Immediately  after  we  learned  our  land  httd  been  expropriated  by  the  Bolivian 
Government,  we  reported  to  the  United  States  Department  of  State  in  La  PJis, 
They  investigated  the  seizure  of  our  property  and  established  that  at  iP^^t 
S,725  hectares  of  our  land  had  been  expropriated.  With  the  full  knowledge  and 
sanction  of  the  State  Department,  we  filed  our  firsit  claim  against  the  Bolivian 
(love rn men t  in  1963.  Meantime  the  State  Department  ad^dsed  our  c<ninsel  lliat 
they  would  be  willing  to  e.^pouse  our  cause  in  a  Diplomatic  Claim  against  the 
Bolivian  Government,  although  they  could  give  no  assiiranres  that  the  Boliviaiis 
would  entertain  such  a  claim,  and  recently  have  been  somewdiat  pesslniisti<: 
about  our  ability  to  recover  any  compensation  from  the  Bolivians. 

Nevertheless*  we  agreed  to  submit  such  a  claim  in  accordance  with  &tatc 
Department  procedures.  In  this  respect,  w^e  have  had  to  spend  an  additlonitl 
$10,000.00  (U.S.)  or  more  perfecting  this  claim.  First  we  have  had  to  retain 
several  acceptable  lawyers  in  Bolivia  to  pursue  this  matter  in  the  BoliTlati 
courts  and  administrative  departments.  We  paid  engineers,  surveyors,  aerial 
photographerst  and  scribes  to  survey  our  land  and  make  photo  maps  in  order 
to  e.=rtablish  its  acreage.  Naturally  we  had  the  additional  expense  of  traveliafi 
to  and  from  Bolivia.  We  each  made  six  trips  to  that  country  to  obtain  the 
Information  necesj%!iry  to  perfect  our  Diplomatic  Claim  in  accordance  with  State 
I>epartment  requirements. 

It  is  interesting  to  note  tliat  5,725  bectares  (15j45T  acres)  of  onr  land  takca 
by  the  Bolivians  w^ere  given  to  a  colony  of  Okinawa ns.  These  Okinawans  were 


Digitized  by  VjOOQIC 


509 

resettled  in  Bolivia  under  the  auspices  and  expense  of  the  United  States  Gov- 
ernment. It  is  my  understanding  that  it  cost  our  Government  over  $2,000,000.00 
to  transport,  resettle,  and  subsidize  these  colonists.  Although  there  was  no 
formal  agreement  between  the  Bolivian  and  United  States  governments,  the 
Bolivians  have  always  taken  the  position  that  they  accommodated  the  Oki- 
nawans  to  ingratiate  themselves  to  the  United  States  Government,  and  their 
motives  were  apparent  when  they  used  our  land  for  this  purpose.  Of  course, 
the  United  States  State  Department  denies  any  liability  or  responsibility  to  us. 

In  addition  to  the  acreage  given  to  the  colony  of  Okinawa  by  the  Bolivians, 
the  Okinawans  have  occupied  and  appropriated  to  their  own  use  an  additional 
3,000  hectares  (8,100  acres)  of  our  land  unaffected  by  any  decree.  These  farmers 
cut  down  trees  and  literally  stripped  the  area  of  every  piece  of  lumber  that 
had  any  value.  Ironically  the  Okinawan  farmers  are  using  a  considerable 
amount  of  the  property  expropriated  from  us  for  growing  sugar  cane.  This 
cane  is  then  sold  to  the  Bolivians  and  no  doubt  a  part  of  this  crop  benefits  the 
Bolivians  under  the  Sugar  Act 

We  urge  you  to  examine  the  facts  stated  here.  Everything  we  have  stated 
for  your  consideration  is  properly  documented.  Such  documentation  has  not 
been  included  herewith  because  it  is  voluminous  in  nature.  However,  upon  re- 
quest our  counsel,  present  here  today,  will  make  the  entire  file  available  to 
this  Committee. 

Mr.  Applegate  and  myself  respectfully  urge  this  Committee  to  consider  our 
unfortunate  experience  in  connection  with  this  claim.  It  appears  to  be  a  classic 
example  of  where  a  foreign  country  expropriates  property  legally  belonging  to 
American  citizens  without  paying  any  or  just  compensation,  while  said  foreign 
country  in  the  meantime  continues  to  benefit  financially  and  otherwise  from 
United  States  Government  assistance  at  the  taxpayer's  expense.  We  urge  this 
Committee  to  further  amend  this  proposed  legislation  so  as  to  afford  us  the 
relief  that  it  deems  appropriate  and  proper. 

Mr.  Rarick.  The  next  witness  is  Mr.  Wesley  E.  McDonald,  Sr., 
attorney  at  law,  representing  Mr.  F.  Benitez  Eexach. 

STATEMENT  OF  WESLEY  E.  McDONALD,  SR.,  POR  P.  BENITEZ 
EEXACH,  AN  AMERICAN  CITIZEN  RESIDING  IN  SANTO 
DOMINGO,  DOMINICAN  REPUBLIC 

Mr.  McDonald.  Good  morning,  Mr.  Chairman,  and  members  of 
the  House  Committee  on  Agriculture.  It  was  my  pleasure  to  have 
been  permitted  to  appear  before  this  honorable  committee  during 
the  last  hearings  before  the  committee  in  1971  on  H.K.  8866,  which 
later  became  Public  Law  92-138  of  the  92nd  Congress  on  October  14, 
1971,  which  legislation  is  known  as  the  Sugar  Act  Amendment  of 
1971.  By  way  of  introduction,  I  may  add  that  for  some  years  I 
served  with  four  U.S.  Senators  from  North  Carolina  and  for  many 
years  have  been  engaged  in  the  practice  of  law  in  the  District  of 
Columbia  and  in  the  State  of  Virginia. 

The  reason  for  my  presence  before  this  committee  this  morning  is 
to  bring  to  your  attention  the  complete  failure  of  the  Dominican 
Government  to  respect  the  provisions  of  the  Sugar  Act  of  1971  with 
respect  to  section  17,  sec.  408(c),  of  the  Sugar  Act  of  1948,  which  was 
amended  dealing  particiularly  with  the  expropriation  by  a  foreign 
country  of  an  American  citizen's  property.  I  have  submitted  to  this 
committee  copies  of  my  brief  which  goes  into  considerable  detail 
^nceming  this  case  and  outlines  and  spells  out  the  treatment  that 
has  been  accorded  this  citizen  in  the  matter  of  compensating  him  for 
the  taking  of  his  property  but  also  of  the  complete  failure  of  the 
pominican  Government  to  comply  with  the  arbitration  and  concilia- 
tion provisions  contained  in  the  Sugar  Act  in  question.  This  Domini- 
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can  Gfovemment  has  continuously  and  oppnly  flaunted  the  Sugar  Ac 
3tatiitci  and  has  made  it  in  so  far  as  expropriation  provisions  arc? 


I 


concerned  meaningless,  a  complete  nullity,  and  without  legal  effeci 

(The  brief  FeJm  BenifeB  ~  ~ 

tained  in  the  committee  files.) 


(The  brief  FeJix  BenifeB  Rex(wh  v,  Dondnwmh  RepubUc  is  r< 


% 


]My  client  is  now  87  years  of  age  and  in  bad  health  and  in  the 
Tei'oncular,  this  is  his  last  chance  to  have  his  goveriinient  do  anything 
for  him  in  so  far  as  obtaining  any  relief  from  the  Dominican  Gov- 
ermnent  for  the  taking  of  his  property;  using  it  for  5  years  from 
January  SO*  YM%  through  December  22,  19t>0.  tVlien  it  was  returned 
to  hijn,  it  was  in  a  complete  state  of  destruction,  all  of  whi<^h  de] 
prived  him  of  the  use  and  the  income  from  the  same  and  refiuciii^ 
it  to  sucli  a  state  that  it  could  not  be  used  until  hundreds  of  thoii 
sands  of  dollars  were  expended  in  an  effort  to  restore  it.  ^ly  associat 
then,  the  late  Harold  Oooley,  long  a  member  of  tins  committeei' 
appeared  with  me  at  the  hearing  and  we  were  both  very  happy  whi^a 
the  Sugar  Act  of  1971  became  a  law  as  we  felt  that  at  long  labU 
justice  would  be  served. 

Our  first  effort  was  to  proceed  to  sec  ]Mj:\  Julius  Katz,  one  of  the 
under  secretaries  who  had  followed  the  progress  of  this  legislatifin 
from  the  very  beginning  bef oi-e  both  Houses  of  the  Congress.  He  was 
cordial  as  was  everyone  in  the  State  Department  that  T  have  talW 
to  for  over  10  years  but  his  suggestion  as  to  what  was  best  to  bc^ 
done  to  bring  about  some  type  of  relief  under  statute  was  to  write  a 
letter  to  the  Attorney  General  setting  foith  our  case.  This  %vas  done 
in  great  detail  in  a  letter  bearing  date  of  November  0,  1971.  So  tlmt 
this  committee  at  this  point  may  have  a  clear  knowledge  of  what  we 
are  talking  about,  I  would  like  permission  to  have  this  letter  marked 
exliibit  A  and  made  a  part  of  my  presentation. 

Not  a  word  was  received  from  the  Secrctar}^  or  anyone  represent- 
ing his  office  until  early  in  the  new  year  of  1972,  when  a  letter 
dated  December  28, 1971,  was  received.  The  letter  in  reply  was  from 
Sir.  William  D.  Broderick,  then  Director  of  the  Office  of  Caribbean 
Aff ail's,  which  set  foith  in  detailed  substance  that  had  been  told  to 
me  by  many  in  the  State  Department  for  years  and  years  the  samt? 
old  story  of  the  necessity  of  exhausting  our  judicial  remedies,  What 
a  mockery  of  the  law  and  what  a  flaunting  of  the  intent  of  the  Con- 
gress of  the  United  States  by  those  countries  who  come  hei-e  seeking 
not  only  sugar  quotas  but  all  types  of  financial  aid  through  the 
vai'ious  agencies  of  our  Government  who  extend  aid  to  them.  I  rcft^ 
specifically  to  the  various  foreign  aid  bills,  as  well  as  Public  La^ 
92-247,  92d  Congress,  wliich  is  known  over  here  as  the  Gonzales 
amendment  with  pai"ticular  reference  to  expi'opination  of  American 
property.  We  also  thought  that  the  so-called  Jlickenlooper  amend- 
ment applied  to  expropriation. 

I  will  not  take  the  time  of  the  committee  to  read  tlie  letter  fmni 
Mr.  Broderick  but  would  ask  that  it  along  with  my  letter  t^  the 
Secretary  of  State  be  made  a  part  of  my  remarks  and  be  inserted 
as  exhibit  B  at  the  appropriate  place  in  the  reeord  of  the  hearing 
It  is  an  important  letter,  and  I  trust  you  will  have  an  opportunity 
to  read  both  of  them. 

In  this  connection  I  might  add  that  in  March  and  Jidy  of  19T3* 
one  of  your  own  Members,  Congressman  Fascell  of  Florida  brought 
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the  attention  of  the  lloiist^  of  l\opn\<iMUiUivos  oorttnn  tivMt?nont 
t  had  boon  accoiilod  a  Florida  corporation  l\v  tho  l^oiniuuMn 
rcrnment  in  the  matter  of  the  faihiiv  of  tl\at  (Jovorntueui  to 
pect  its  obligations  made  to  an  Aniorionn  i^orporation,  nmnoly 
Lway  Lines,  Inc.  The  Dominican  (loverumenl  refnsiMl  lo  pnv 
ent  to  tlie  Seaway  Lines  for  property  taken  from  IIumu  wlneh 
ounted  to  $527,000.  It  was  only  after  these  i»bjeetions  bv  I  ho 
)rida  Con^rressman  and  the  brin«ring  to  li»!:ht  of  tl»e  Mttitude  of  tl»o 
minican  Government  to  Americans  whose  property  hus  iieei»  e\ 
)priatcd  ^vas  Seaway  Lines,  Inc.,  abU*  to  work  ouj.  n  m^lllrimMit 
h  the  Dominican  Government  and  bring  the  matter  !«»  a  clnno 
arbitration. 

This  is  what  Mr.   Rexach  prays  that  someone   in   the  ( 'o!u.n''*f'* 
1  demand  that  the  law  pertaining  to  expropriation  of  an  Ainer 
n's  property   in   so   far   as   the    Sugar    Art    nnd    o(hi*r    nrls   uf 
ngress,  along  the  same  lines  be  complied  with  before  the  Doinin 
n  Government  can  come  here  and  obtain  <|iiotnH  of  siigiir  to  be 
ported   into  this  country. 

iVith  respect  to  the  State  Department's  th(»ory  of  <iur  exhnnv.tinj^ 
r  judicial  remedies,  I  say  to  you  genth'meii  that  the,  hinrna*"'  <»f 
tion  408(c)  clearly  states  that  the  government  that  takes  away  the 
)pei-ty  of  the  U.S.  citizen  must  take  appropriate*  and  ade^iunl^ 
ps  to  remedy  snch  situation  and  to  dis<-harge  its  ol>ligat.ion  uut\or 
ornational  law  toward  such  citizen  of  entity  incbiHing  the  |>roiript. 
vmciit  to  the  owner  or  owners  of  such  property  exprrioriate^l  or 
lerwise  seized  so  as  to  provide  relief  from  such  taxe.-i  nun  exa^^tionx 
to  arrange  with  the  agreement  of  the  jmrties  concerne/I  f/»r 
)mitting  the  question  in  dispute  to  arbitration  or  conciliation.  Thirt 
the  lan^age  of  the  law  and  I  ask  why  fUtf^^  the  Sta-t^-.  I)eji«rf 
nt  consfstently  say  it  is  the  duty  of  the  citizen  to  cornf>ly  with 
ae  provision  of  international  law.  The  lantruat^e  on  f*>ijr''  V^^O 
"AVhitemaii's  Digest  of  Interrjational  f^aw."  volume,  V'fJT  >»ri 
standing   legal    work   on    international    lav/.   HUitfH   as    follov.  <: 

.  General.  Ar.  ali^rn  mnst  ^^ne rally  frxhanflt  t.h^  rf'Tfif-fVif^  ftfT^M/'rl  by  fhA 
te  for  rff.»an"j*:I"n  h^for^:  a  claim  may  Ytt*  i>r(r9ifTtff'f\  fhroutth  Irif^rri»ri/inttl 
rniels.  un'.^.-i  *^K:h  <rxhau.sr.ion  is  waivwl  hy  thf^  yfaf^,  Thiai  rt^f^nlrfinttit 
^•utwl  Iri  .--=-•.  2»>V21'M  ha?i  ivjm*rr,im«»  Iwl  U)  r.h^  7i*rjv  fhar,  ^^hfumtUtn  '>f 
lestic  rerr-i^I:--,  :=  a  pr^rcr,ui>'i^^  to  :ri"#>mafior.al  r^-vf^.n-tlliilif-y,  an/1  flatt  t\t^ 
y  viola ri'Ti  >  t  :r-*rrri;;':'.r;:il  la%  iriTo'-rM  in  irjj'jpy  '.i  f.t\  ft\\t*Tt  1«  fh^  f»\infc 
make  a'l'rr;:;":'*^  r»>r:jr*^^;'';r.  al^f-r  *-;rh  ('.xhstrnK^'iftn.  ^ni  tho  f,fh^r  han<l.  it  hrt4 
n  a-sf-rtp<l  -r..-^*  '>x:'.n •:.-.* ion  of  lo*^!  r^rr.^^i^rJi  i^  m^rHy  a  pf^z-A/lnf}*)  r^'iinr'^ 
K  havinz  r- ,  c.i^r.r.t^  on  n.^-e  3nr>stanr,i7ft  valirliry  of  a  /-Ijiirn  urtflor  ijn*  riin- 
lal  law. 

ion  r:\.T,  z''-\^\.."  -yf'.  */i:ir  the  ''^ !:'-•** ion  of  inf^-rriational  1.^  v  n 
owT:  ■-:!r- ■'.'.'  :/.:'-■  *:". -  .;^p  of  t^Kr:  coiinrrv  th^K  n.»<  '"oromifti"!  m.o. 

'  VrjT)  ::.!*".  '. ;'.  ;  v.  ",  \  :\  * . . !  -  ':  :^  ■->:  t"  Tik  '"Oi  j  n  T  rv  H/- : : . :'  M I  f  ■  I  >«'»r  J I  i  i . ;  ^  ;i  r  J  I'"- 
>\ : ■:.  I  * ;. ! ;. .•:  v .- ■-  :'.'.  -.r'^^f-  y '■:. o ■ .  1  rj  k r. <*  y  r : . .i f  ,\ f  r .  f r^- / n ^ I .  i : .  i r » 
>rT.  ^o  :, .•  ■. r , ..  r  .-. .  -  .-.  v>  ;■  i  ;  -;  r-ac, u\\A':,ci:  y\\<\  •* rn •  i H  V ^  '» r  ' ; . '•. 
nr.ir.i-  ::.  h  • ;.  .  .  .    !.".  !.•*->!:.  r.  '-rl  -ti^.r  -^.^.^ir.vf  rt.*-  T^oth 

■*':.:'  .-  A.."  ■       1-    V..".:    i-:-i  ' '  jrr.t-:  >  pr'i/'^t :  -:,;,r  ^i.f.; 
ri:.;::  :-'■}.**:"".•-."."  --^  ".".j^r-r;  ".-.iir  ';-,i'  '!,-••'■!/,'/  r/'-i* 

^^T. '••',.■;.....!"-  *r  '_i  .  M         /:'.     ;,'Ar».     r.rJ'     ]*■*-•.•;■..'! 
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the  amount  of  20  million  pesos  for  the  takiiig,  the  use,  the  damage 
to,  and  thG  cost  of  repairing  his  property,  as  well  as  tlie  loss  o" 
income  to  him,  all  being  the  result  of  the  illegal  taking  of  his  proj: 
erty  which  was  taken  and  used  for  5  y cat's  while  not  1  cent  ha 
been  paid  him  to  this  date  for  this  taking.  Copies  of  the  suits  i: 
qne-stion  have  been  furnished  to  the  State  Department.  Nothing  hai 
been  heard  from  this  litigation.  Nothing  will  be  heard  as  there  is  no 
judicial  process  existing  m  the  Dominican  Republic  as  we  know  it  in 
this  country. 

In   the   matter  of   ai'bitration   and   conciliation,   three    abortiv 
attempts  were  made  by  my  client.  On  each  occasion  he  had  a 
arbitrator  ready  to  serv^e  but  in  each  instance  the  Government  re- 
fused to  go  forward. 

Gentlemen,  I  have  prepared  at  some  length  and  in  some  detail  a 
brief  setting  out  some  of  the  highlights  of  this  case.  It  is  well  worth 
reading  and  I  am  confident  it  will  give  you  a  better  understanding 
as  to  why  I  am  liei^e  and  why  I  liave  made  certain  statements  tiiat 
I  have  made  in  my  remarks  to  you  this  morning, 

I  cannot  close  witliout  saying  that  the  Dominican  Republic  througli 
its  representatives  have  made  some  very  derogatory  statemeJits  con- 
cerning my  client,  the  same  being  made  in  a  letter  addressed  to 
the  chairman  of  the  committee  by  JMr,  James  N.  Juliana  the  said 
letter  bearing  date  of  May  7,  1971,  In  this  letter,  Mr.  Rexach's  citi- 
zenship is  attacked  and  I  ask  that  a  copy  of  my  letter  to  the  chair- 
man of  this  committee  bearing  date  of  May  21,  1971,  be  made  a  part 
of  my  n^marks  and  marked  exhibit  C* 

It  is  also  significant  to  note  that  on  page  468  of  the  printed 
hearing  held  before  your  committee  on  this  legislation  in  1971, 
that  Congressman  de  la  Garza  made  inquiry  on  some  of  those  ^ho 
had  presented  information  to  the  committee  regarding  the  expi-o- 
priation  or  illegal  confiscation  of  U.S.  property  and^  what  their 
recommendations  would  be  in  reference  to  their  particidar  cotintn' 
as  to  this  problem.  One  of  the  gentlen^en,  Mr.  Juliana,  rep  resent  in^r 
the  Dominican  Republic  when  he  responded  to  the  Congressmen 
stated  as  follows:  *^The  Dominican  Kepublic  has  no  problems  with 
the  existing  act.  Its  constitution  provides  for  the  handling  of  these 
matters  and  we  would  have  nothing  further  to  add  to  that"  (page 
469)*  That  statement^  gentlemen  of  the  committee,  clearly  reflects  the 
attitude  of  the  Dominican  Republic  in  so  far  as  Mr,  Rexach's  prob- 
lems are  concerned  because  in  so  far  as  he  is  concerned,  the  spirit  and 
intent  of  the  Sugar  Act  of  1971  re  expropriation  of  his  property  is 
concerned  does  not  even  exist  and  unless  Congress  does  somelhin*! 
about  it,  it  will  become  a  travesty ,  a  sad  trav^esty  and  a  reflection  of 
our  Government  and  its  express  willingness  to  protect  its  citizens 
against  the  taking  of  its  property  without  compensation  by  foreign 
governments. 

One  last  note  as  a  reminder  of  what  we  may  expect  from  the 
State  Department,  I  read  a  short  letter  bearing  date  of  January 
29,  1974,  from  the  Embassy  of  the  U.S.A,  and  signed  by  one  Michael 
M.  Skol,  Commercial  Attache,  I  ask  that  this  letter  be  marked  ex- 
hibit D  and  made  a  part  of  my  prosentation.  This  expresses  now,  l^Uj 
the  same  attitude  of  our  State  Department  and  our  Anaerican  Embassy 
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at  Santo  Domingo  as  it  has  heea  for  12  years  ocmc^ning  the  treatmeiit 
of  this  citizen. 

I  say  to  you  in  closing  in  the  greatest  sincwity  and  honesty  that 
the  provisions  of  the  Sugar  Act  must  be  enforced  against  the  DomiBr 
icaii  Grovernment  and  their  failure  to  do  so  then  should  be  left 
to  the  President  to  d^ermine  whether  or  not  Mr.  Bexadi  is  entitJed 
to  the  relief  which  the  act  provides  regarding  the  withholding  of  $90 
per  ton  for  each  ton  imported  by  the  government  that  fails  to  live 
up  to  the  pro\Tsions  of  the  statute  we  are  talking  about. 

Thank  you  very  much,  gratlemen. 

[The  above  referred  to  emibits  follow :] 

Exhibit  A 

^OWEMBEM,  9,  1971. 
Hon.  WnxiAM  P.  Rogebs, 
Secretary  of  State, 
Department  of  State, 
WaJfhingtoti,  D.C. 

Dear  Mr.  Secsetast:  This  letter  is  being  written  to  you  in  b^ialf  of  our 
client,  Felix  Benite2  RexAch,  an  Am^lcan  citizen  by  virtue  of  birth  and 
rearing  in  Puerto  Rico:  a  marine  engineer  of  outstanding  abiUty  in  his 
profession  and  so  recognized  not  only  in  Puerto  Rico  but  throuf^out  the 
West  Indies,  He  is  eighty-four  years  of  age  and  is  seeking  the  assistance  of 
the  United  States  State  Department  in  the  matter  of  securing  compensation 
from  the  Dominican  Republic  for  the  expropriation  and  illegal  8»znie  of 
certain  of  his  i»roperty  in  the  Dominican  Republic  on  January  30,  1962.  Mr. 
Rexach  is  still  residing  in  Santo  Domingo,  Dominican  R^ublic 

The  record  in  this  case  which  was  pres^ited  in  person  and  by  bri^s 
submitted  to  both  the  House  Agriculture  Committee  as  well  as  the  S«iate 
Finance  Committee  on  the  occasion  of  hearings  held  there  on  the  legisdatioii 
known  as  the  "Sugar  Act  of  1948,  as  Am^ided'*  is  completely  documoited 
in  the  OflBce  of  Caribbean  Affairs  of  your  Departm^it 

The  history  discloses  that  on  January  30,  1962,  the  Dominican  GoTenun^it, 
with  armed  forces,  seized  all  of  our  client's  property  without  due  process  of 
law,  and  used  it  constantly  and  continuously  from  that  date  until  it  was 
returned  to  him  in  December,  1966.  A  dredge,  the  San  Oistobal,  was  seised  at 
that  time  and  was  ofierated  without  any  repairs  or  maint^iance  of  any  kind 
being  placed  on  it  during  its  operation  and  at  the  time  of  its  return  it 
was  in  such  a  state  of  disrepair  that  it  was  totally  inoperative. 

There  is  attached  hereto  and  asked  to  be  made  a  part  of  this  letter  a  copy 
of  a  letter  addressed  to  the  Secretary  of  Public  Works  and  Communications 
under  date  of  June  10,  1965,  together  with  copies  of  materials  required  in 
order  to  render  the  dredge  fit  for  further  operation.  During  the  period  of 
seizure  the  San  Cristobal  was  used  in  connection  with  dredging  in  a  number 
of  harbor  projects  by  the  Dominican  Republic,  namely  the  Oxania  River 
Project  with  a  net  value  after  exp^ises  of  $2,000,000,  the  dredging  of  the 
harV>or  of  the  Capital  which  work  continued  for  over  a  period  of  more  than 
a  year  with  an  estimated  net  value  to  the  government  of  $1,000,000,  and  other 
work  performed  on  the  Haina  Harbor  which  work  is  estimated  to  have  netted 
the  Dominican  Government  approximately  $500,000.  The  estimated  loss  of 
income  from  the  operation  of  the  shipyard  and  graving  docks  from  the  date 
of  seizure  until  the  return  in  1966  amounted  to  $300,000,  exclusive  of  costs 
for  the  repair  of  the  damage  to  the  shipyard  and  graving  do<*  which  damage 
is  extensive  as  reflected  in  the  photographs  taken  at  the  time  of  the  return 
of  the  property  in  December,  1966.  The  photographs  taken  at  that  time  are 
also  attached  and  asked  to  be  made  a  part  of  this  letter. 

The  cost  of  repairing  the  yacht,  Moineau,  which  likewise  was  seized  has 
amounted  to  $100,000.  The  total  amoimt  of  Mr.  Rexach's  claim  for  damages 
he  has  suffered  as  the  result  of  the  seizure  and  unlawful  taking  of  his 
property,  as  well  as  the  loss  of  income  due  to  his  not  being  able  to  operate 
his  property  for  nearly  five  years,  together  with  the  costs  of  r^wiirs  to  the 


Digitized  by  VjOOQIC 


fi**iKed  projKTty  ab  set  out  in  liis  claim  agniiist  tho  Dominican  OovernmenE 
wliich  claim  wa*;  Iilpd  with  the  CiTii  and  Commercial  First  CircumiKTiittUfn 
of  the  Court  of  First  Iiii^tances  of  the  National  Dletrict,  amounted  to  X2,(MKUXM> 
pesos  (npprozliiiately  $1(\000,0(H>4  Not  one  peso  has  ever  been  paid  to  Mr. 
Rexacli  on  this  daiui  |jy  the  Dojninlcan  Government. 

In  ana ly King  the  f^xteiit  of  the  expropriation  of  Mr.  Rt*xarh'.'«;  projiert.v,  one 
iiiy&t  take  into  consideration  the  scope  of  the  seiscure  in  that  all  of  his  assets 
of  every  nature,  kind  and  deBcripti<ia  were  seized,  including  funils  in  the 
liatiks:  the  ciimmercial  vessel,  Rio  Haina ;  higs,  the  dredge.  Ban  Cristobal: 
fihiijyard,^  and  t'rnvin^  docks:  all  floating  et|uipnient;  spares  and  mnterials 
ill  rhe  warii^hou^e ;  fen  automolales :  together  with  his  personal  ret^idenee: 
literally,  thf  veru  h('^^  ^n  ivhich  he  ^lept. 

To  this  must  be  added  the  realization  that  without  the  use  of  liis  equipment 
and  funds  he  has  heen  denied  the  opportunity  to  accept  cfrntra^cts  for  his 
profesaional  services  which  have  lieen  offered  hi  in  in  Ilaiti  as  well  as  in 
Puerto  Hico*  The  expropriation  in  fact  amounts  to  a  total  destruction  of  this 
indi  vidua  Ts  a  bill  t}*  tn  exist. 

Mr.  Rexach,  tlirough  counsel,  is  now  fervently  reqtiesting  his  own  govera- 
ment,  through  the  offices  of  the  State  Delia rtment,  to  come  to  his  aid  and 
to  formally  espouse  his  claim  by  Ins^isting  thnmgh  diploma  tie  channels  tbat 
the  proviso  ins  of  Public  Law  f)2-l3K  of  the  92  nd  Congress,  •If)  11,  witb 
a  siiecinl  reference  to  Sectbvn  IT*  section  408  tej  of  the  Bugar  Act  of  1948,  n9 
ami^ndedp  be  invoked  iiujuediately  against  the  i Dominican  novemment>  de- 
manding that  the  claim  of  Mr.  Rexach  be  submitted  to  jirbitration  or  con- 
ciUation  in  accordance  with  procedures  under  which  final  ami  bi  tali  tig 
deeisiiiu  or  setiJement  will  be  reached  and  full  payment,  or  arrangeaients 
for  snvh  payment,  be  made  within  twelve  months  foJlowinjc  n^ibmlsslon,  Tlie 
language  which  frdlows  iis  stated  in  the  Act  and  is  noteworthy  in  tLat  the 
Act  states  the  President  of  the  United  Btates,  **may  upon  the  failure  of  tbe 
Government  responsible  for  the  expr*^priation  of  an  American  citijsen's  piv^jh 
erty,  withhold  av  suspend  all  or  any  part  of  the  quota  of  such  rmtlon,  or  lie 
may  cause  to  be  levied  and  collected  at  the  port  of  entry  an  import,  on  mhj 
or  all  sugar  sought  to  i>e  imported  inti>  the  United  Htates  from  surh  natioa  in 
an  amount  not  to  exceed  .$2P  per  ton,  such  monies  to  be  covered  into  Mip 
Treasury  of  the  United  i^tates  Into  a  special  fund  and  he  shall  use  such  funtls 
to  make  paymeiit  of  rlaims  arising  on  or  after  January  1,  1961/' 

It  is  interestuig  to  uote  that  the  Sii^ar  Act  of  1048  as  amended  litis  yt^r 
allotted  to  the  Domhunni  (ioveniment  12.ft0%  or  approximately  660,tK)0  tons 
of  the  entire  quota  of  suRar  imported  into  the  United  States. 

Ununsel  desires  t<i  naike  it  crystal  clear  that  there  is  no  requirement  aader 
the  Sugi\r  Act  of  1048  as  Amended  vvliieh  demands  tliat  the  Amerlcfin  citisen 
or  cirrporatbin  whose  property  has  been  expropriated  by  a  fi* reign  gavem- 
ment.  without  compensation,  to  proci^d  through  the  Courts  of  that  country  ta 
rectnve  reflrcss  and  couipensation.  The  only  procedure  to  lie  followed  anil  re- 
tpiired  to  be  taken  by  The  American  citiKcn  or  American  corj^oration  who  bus 
been  so  treated  is  set  forth  in  unndatakable  languajije.  Tlie  time  has  now 
passed  for  the  )>omhiican  Govennneiit  to  be  permitted  to  hide  behiad  thdr 
theme  song  ''he  mttst  exhaust  his  judicial  remedy  in  our  courts/*  That  tUfHiry 
has  nuw  been  rendt'red  null  and  v^oid,  Arhltratitm  and/or  ronciiialion  Is 
the  mandate  now,  TIio  si>irit  and  letter  of  the  statute  is  to  the  effect  lliat 
arbitratinn  prof*erly  and  fairly  condncted  will  determine  the  true  rights  o£ 
the  citizens  wuth  respect  to  his  claim  for  compensation.  Arbitratitm  will  doter- 
nilue  the  respective  riglits  of  all  parties  involved,  and  the  statute  di»e& 
not  f*rovide  any  other  procedure.  It  does  state  clearly*  siii-clnctiy  and  em- 
phatically what  vviP  occur  if  the  govemment  that  seized  the  American's 
pr<>i>erty  does  not  firstly  arbitrate  and  then  abide  by  the  d*?eisi(m  of  tiie 
arbitrators. 

It  is  sincerely  hoped  that  the  State  Department  will  come  to  the  asstst- 
ance  of  this  84  year  old  citizen  and  see  that  .iuatii^e  is  done  him  in  keeiiing 
with  tlie  intent  of  the  Congress  of  the  United  States* 

Respectfully    submitted, 

Wesley    E.    Mc  Don  alb,   Sr. 
ilAnoLU  i),  Co<u.EY. 
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iBzhiblt  B 

DCPABTMENT  OF   STATE, 

Washington,  D.C.  December  28,  1971. 
Wesley  B.  McDonald, 
McDonald  d  Newton, 
Attorneys  at  La/vo, 
Washington,  D.C, 

Dear  Mr.  McDonald  :  Thank  you  for  your  letter  of  November  9  to  the  Sec- 
retary of  State,  to  which  I  have  been  asked  to  r^ly,  and  your  letter  of  the 
same  date  to  me.  I  regret  the  delay  in  answering  but  that  can  be  attributed 
to  the  serious  attention  we  have  given  to  your  recent  communication. 

As  you  will  recall,  the  Department  of  State  clearly  advised  your  client 
several  years  ago  of  the  fact  that  the  U.S.  is  precluded  under  international 
law  from  intervening  formally  on  Mr.  Benitez'  behalf  until  it  has  been  deter- 
mined that  the  remedies  available  in  the  Dominican  Republic  have  been 
exhausted,  unless  it  can  be  demonstrated  that  it  would  be  futile  to  exhaust 
them.  At  that  time  Mr.  Benitez  was  invited  to  submit  documents  in  support 
of  such  a  determination.  Nevertheless,  the  Department,  acting  through  the 
Embassy  at  Santo  Domingo,  has  consistently  endeavored  to  be  of  assistance 
to  your  client  and  to  encourage  the  Dominican  Government  to  settle  these 
matters  by  negotiation  or  arbitration.  The  Embassy  will  continue  these 
efforts. 

Your  letter  of  November  9  raises  two  matters  which  are  quite  separate 
and  distinct  as  a  matter  of  law:  (1)  the  application  of  Section  408(c)  of  the 
Sugar  Act  of  1948,  as  amended;  and  (2)  the  espousal  of  a  claim. 

As  far  as  the  Sugar  Act  is  concerned,  you  are  no  doubt  aware  from 
previous  conversations  with  the  Department  that  the  Department  has  always 
interpreted  "appropriate  and  adequate  steps"  in  this  and  similar  legislation  as 
including  local  judicial  remedies,  where  those  remedies  are  adequate.  Al- 
though international  law  imposes  state  responsibility  for  the  failure  to  pay 
just  compensation  for  expropriated  property  or  abrogated  agreements,  it  also 
requires  the  exhaustion  of  adequate  local  remedies  as  a  condition  of  inter- 
national accountability.  The  changes  made  by  Congress  in  the  Sugar  Act  this 
year  provide  the  Executive  Branch  with  additional  discretion  with  respect 
to  the  application  of  sanctions  and  the  additional  tool  of  a  levy  on  sugar 
imports  to  establish  a  compensation  fund.  However,  no  change  was  made  in 
the  substantive  conditions  that  must  exist  for  the  statute  to  be  applicable 
in  the  first  instance.  Under  the  Sugar  Act  arbitration  is  specifically  given 
as  one  example  of  "appropriate  and  adequate  steps",  but  that  procedure  is  not 
mandatory. 

Wholly  apart  from  the  statute,  it  is  a  traditional  role  of  the  Department 
of  State  to  espouse  meritorious  claims  of  American  citizens.  Under  long  estab- 
lished policy  the  Department  would  not  espouse  a  claim  unless  it  were  con- 
vmced  that  the  claim  is  meritorious  under  international  law  and  that  no 
adequate  local  legal  remedies  are  available.  If  the  foreign  government  should 
assert  counterclaims,  the  Department  would  have  to  consider  these  claims  on 
their  merits.  Further,  the  espousal  of  claims  by  the  United  States  Govern- 
nient  is  discretionary.  As  you  know,  this  case  is  not  an  ordinary  investment 
problem;  there  are  circumstances  that  present  special  problems.  A  decision 
whether  to  espouse  your  client's  claims  would  have  to  be  based  on  all  pertinent 
facts  and  circumstances  after  full  consideration  of  the  issues.  You  are  free 
at  any  time  to  submit  a  request  for  espousal  to  the  Department  in  accordance 
with  the  procedures  that  have  been  established  for  that  purpose.  In  this  con- 
nection you  may  wish  to  get  in  touch  with  Mr.  Fabian  A.  Kwiatek,  Assistant 
Legal  Adviser  for  the  International  Claims,  to  discuss  the  matter  before  pro- 
ceeding. In  view  of  the  considerable  effort  and  expense  that  is  required  to 
document  such  a  formal  request,  we  would  not  wish  to  give  you  any  false 
assurance  that  the  Department  would  espouse  the  claim.  However,  if  your 
client  should  decide  to  submit  such  a  request,  supported  by  appropriate 
documentation,  I  can  assure  you  that  the  matter  will  be  carefully  reviewed  by 
the  Department.  If  this  course  seems  impractical  to  you,  we  will  instruct  our 
Ambassador  in  the  Dominican  Republic  to  continue  to  be  of  assistance  to  your 
client  and  to  exercise  his  good  oflSces  to  facilitate  an  early  and  satisfactory 
settlement  of  the  matter. 
Sincerely  yours, 

William  D.  Bbodebick, 
Director,  Office  of  Caribbean  Affairs, 
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Exhibit  O 

Mat  21,  19T1. 
Hon.  WnxiAM  H.  Poage, 
t 'ft airman,  Committee  on  Affriotilturef 
Longworth  Houae  Off  we  BuMinfft 
WaaMngtonf  D.C. 

Dear  Mr.  Chaibman:  I  &in  addressing  tbla  commu  meat  Ion  to  you  as  A* 
resi>oiise  to  certain  of  the  Informutioii  and  aOegations  contained  in  a  letter 
dated  May  T,  1971,  by  one  James  N.  Jnlinna  of  the  James  N,  Juliana  Asso- 
ciates, Inc*  This  letter  is  t^eing  written  primarily  to  refute  statements  and 
allegations  contained  in  Mr.  Juliana's  letter  wlileh  are  entirely  without 
foundation  of  fact  and  which  are  grossly  incorrect,  and  whteh*  unless  cor- 
rected, could  greatly  prejudice  the  case  of  our  client,  Felix  Benitez  Bexachp 
an  American  citizen. 

Mr.  Juliana's  statement  on  page  2  of  the  letter  leaves  the  dl&tlnct  im- 
pression that  Mr.  Benitez,  as  the  time  of  the  seizure  of  hia  properly  on 
January  30,  1962,  was  not  an  American  cit:iz€?n  and  for  that  reason  no  reUef 
tinder  the  Sugar  Act  of  1965  would  apply  to  him. 

While  it  is  true  that  on  July  14,  1958.  Mr*  Benitez  purportedly  renounced 
Ms  American  citizenship,  it  ia  interesting  to  note  that  Mr,  Juliana  fails  to 
state  that  in  June,  1962,  tlie  so-called  voluntary  renunciation  of  American 
citizpnship  in  1958  was  found  to  be  an  involuntary  one  and  one  made  at 
*'i^un  p€)int'*  and  the  renunciation  referred  to  hy  your  informant  was  held  to 
have  been  involuntary.  The  Board  of  Review  on  the  Loss  of  Nationality*  D*^ 
partment  of  State,  on  June  27t  1962,  found  Mr.  Benitez  bad  never  lost  his 
American  citizenship.  (A  copy  of  the  letter  from  the  Chairman  of  the  Board 
of  Review  on  the  Loss  of  Nationality  dated  June  21,  1962»  as  well  as  a  copy 
of  the  letter  of  the  Director,  Passport  Office^  dated  June  29,  1962,  are  attached 
hereto  for  your  information.) 

It  Is  true  that  a  number  of  years  ago  the  Department  of  Justice  filed  legal 
action  against  Mr.  Benitez  in  matters  pertaining  to  unpaid  Income  taxes.  But, 
it  is  interesting  to  note  the  result  of  the  aforementioned  legal  action,  Mr. 
Benitez  and  his  wife  w*ere  sued  for  approximately  two  and  one-half  mllliun 
dollars,  and  on  final  disposition  he  paid  approximately  §150,000  in  the  matter 
of  taxes,  the  same  being  the  decision  reached  after  tlie  matter  was  he^rd 
by  the  United  States  District  Court  in  Puerto  Rico.  The  question,  naturaUy^ 
arises,  What  part  does  the  confiict  between  Mr.  Benitez  and  the  United  Statea 
Government  in  the  matter  of  unpaid  income  taxes  have  to  do  with  his  claim 
against  the  Dominican  Government  for  the  e5:propriation  of  his  property  wliieli 
was  taken  totally  without  regard  to  the  rights  of  this  American  citizen? 

Also,  Mr.  Juliana  brings  into  the  picture  the  "Nasty  Red  Herring"  of  the 
association  of  Mr*  Benitez  with  the  former  Dictator  TrujiLlo.  Of  course,  it  is 
a  well  established  fact  that  for  many  years  Mr,  Benitez  had  iJerformed  a 
great  deal  of  the  marine  and  engineering  work  in  the  Dominican  Republic  and 
did  enjoy  to  some  degree  the  friendship  of  the  Dictator.  On  this  point  the 
Committee  would  be  interested  in  knowing  the  relationship  of  the  prraeat 
President  of  the  Dominican  Republic,  President  Balaguer,  with  the  govern- 
mental operations  of  the  Dominican  Republic  at  the  time  that  Dictator 
Trujillo  w^as  literally  in  control  of  the  country  in  every  respect* 

On  page  2,  the  last  paragraph,  of  Mr*  Juliana's  letter  he  refers  to  a  copr 
of  a  letter  from  the  Secretary  of  State  for  Public  Works  and  CommunicatioDS 
stating  the  Dominican  Government  haa  no  outstanding  debt  in  favor  of  Mr. 
Benitez  for  any  work  done  through  the  Department  of  Public  Works  ami 
Communications*  Again,  his  knowledge  of  the  record  and  any  statement  to  the 
contrary  ia  not  in  keeping  with  the  established  fact  for  the  reason  there  is 
Fsrill  owed  Mr.  Benitez  by  the  admission  of  the  Dominican  Government,  for 
work  performed  on  what  Is  known  as  the  TUNA  BAIIACOTTE  project,  the 
sum  nf  Jji6o2,000,  which  is  a  figure  acknowledged  and  based  on  an  estimate  ot 
the  work  perform e*l  hy  Mr*  Benitez  which  estimate  was  given  by  engineers  of 
the  Dominican  Government 
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What  is  the  point  in  bringing  the  stat^nent  of  the  Public  Works  and 
lommanications  Department  into  this  matter?  Mr.  Benitez's  daim  which 
vas  presented  before  the  Committee  and  brief  filed  on  April  20,  1971,  in  no 
9ay  reflected  or  seeks  any  relief  for  any  monies  owed  for  work  peilormed 
it  anytime.  This  is  a  matter  that  is  entirely  removed,  separate  and  apart  from 
he  claim  seeking  compensation  and  relief  from  the  illegal  taking,  expropria- 
ion  and  seizure  of  his  property,  the  same  having  been  takoi,  kept  and 
)perated  by  the  Dominican  Government  from  January,  1962,  until  December, 
L966.  The  daim  that  the  property  was  legally  taken  has  no  substantiation 
as  a  matter  of  law,  for  any  contention  that  the  property  was  legally  taken  is 
grossly  incorrect  and  is  totally  devoid  of  any  legal  effect  for  the  reason  the 
so-called  statute  on  which  they  now  rely  was  some  few  years  after  the 
seizure  revoked  by  the  courts  in  the  Dominican  Republic,  and  it  was  only  at 
that  time  the  proi)erty  was  returned  to  Mr.  Benitez. 

On  page  3  of  the  letter  Mr.  Juliana  asks  "Where  was  Mr.  Benitex  in  1965 
when  the  Congress  of  the  United  States  considered  and  amended  the  Sugar 
Act?"  The  answer  to  the  question  is  that  from  shortly  after  the  original 
seizure  of  this  property  Mr.  Benitez  has  tried  and  is  still  trying  to  have  the 
matter  arbitrated.  The  record  shows  that  on  three  occasions  arbitration  was  to 
some  degree  commenced  but  always  failed.  On  two  occasions  arbitrators  of 
Mr.  Benitez  came  from  the  States  to  the  Dominican  Republic  to  participate 
in  the  arbitration.  On  both  occasions  the  Dominican  Government  never 
went  forward.  On  another  occasion  Mr.  Benitez  appointed  a  Dominican  as 
an  arbitrator  and  the  Dominican  Government  appointed  an  arbitrator,  but 
this  attempt  proved  abortive.  There  have  been  at  least  three  Presidents  of 
the  Dominican  Republic  who  have  recommended  arbitration  in  the  matter  of 
the  seizure  and  demand  for  redress  and  compensation,  but  the  Dominican 
Government  has  abysmally  failed  to  do  anything  about  arbitration. 

The  claim  of  Mr.  Benitez  is  based  on  the  damage  which  flowed  from  the 
loss  of  the  use  of  his  property  for  almost  five  years  and  the  cost  of  restoring 
the  property  which  was  used  night  and  day  for  five  years  by  the  Dominican 
Government  and  for  which  no  compensation  was  paid  or  has  been  paid  to  this 
date.  All  of  this  certainly  falls  within  the  category  of  expropriation. 

Mr.  Benitez,  through  coimsel,  is  not  appearing  before  this  Committee  at- 
tempting to  use  it  in  the  slightest  in  any  way  to  act  as  a  "collection  agency" 
for  money  owed  for  work  and  services  performed.  We  are  only  before  tills 
committee  attempting  to  have  enforced  the  provisions  of  the  Sugar  Act  of  1965 
which  are  refiected  in  7  U.S.C,  Section  1158(c)(4)  which  deal  entirely  with 
the  seizure  of  the  property  belonging  to  American  citizens  without  com- 
pensation. We  feel  that  certain  amendments  which  became  a  part  of  the 
Sugar  Act  of  1965  certainly  should  be  applied  against  the  Dominican  Re- 
public in  the  matter  of  their  seeking  an  annual  basic  quota  of  approximately 
700,000  tons  of  sugar  until  such  time  as  they  proceed  to  have  the  matter  of 
expropriation  of  the  property  in  question  arbitrated  or  conciliated  and  a  deter- 
mination is  made.  Failure  to  do  this  should  certainly  call  for  an  applica- 
tion of  the* provisions  of  this  statute  and  the  Dominican  Government  should 
not  be  granted  the  quota  they  are  seeking  until  this  has  been  done. 

In  closing,  we  both  respectfully  express  the  sincere  hope  that  the  members 
of  your  committee  will  thoroughly  investigate  and  study  the  nature  of  our 
client's  claim  and  the  further  hope  that  you  will  not  be  misled  by  some 
theory  or  statement  of  the  Dominican  Government  that  at  the  time  of  the 
seizure  Mr.  Benitez  was  not  an  American  citizen  for  the  simple  reason  that 
it  has  been  held  by  the  State  Department's  own  investigating  and  legal  agency 
tbat  Mr.  Benitez  never  lost  his  American  citizenship. 

Lastly,  we  further  hope  if  the  Committee  finds,  after  its  deliberations^  that 
the  present  statute  does  not  apply  to  our  case,  that  appropriate  amendments 
will  be  enacted  to  take  care  of  our  client's  claim. 
Respectfully  submitted, 

Wesley  B.  McDonald,  8r,j 
Harold  D.  Cooley, 
Attorneys  for  Felix  Benitez  Rewach. 
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Bxhitit  D 

Embassy  of  tuw.  Vuitwj  States  of  Aheeica, 

BantQ   Domingo,   D.R.,  January  tU,   W\* 
Mr.  Felix  Bknitez  Bexach, 
Banto  DominffOt  DM. 

Deab  Mit.  Benitejs:  The  Ambassador  has  aaked  me  to  thank  you  for  your 
letter  of  January  20.  He  has  also  asked  that  I  Inform  you  that  he  ts  unaware 
of  any  change  of  poaltion  toward  your  case  (with  which  he  is  fully  familiar) 
on  the  part  of  the  U^S.  Government.  When  he  has  been  notified  of  any 
change,  he  has  asked  me  to  assure  jou  that  you  will  be  promptly  informed. 

In  the  meantime,  he  BUggeats  that  future  tK>rreBpoiideiiee  on  your  part  would 
be   most   useful   when   it   served   to   bring   to   the  attention  of   the   Embassj 
any  new  information  on  developments  in  your  ease  that  is  not  already  on  file 
with  the  U.S.  GoTerament. 
SiBcer^y  youfdi 

Mxcha];l  H.  Skol, 
Oommerciai  Attache. 

Mr.  Rakick.  Thank  3011  very  much,  Mr,  McDonald, 

Would  you  I'LMiiaiu  at  the  witness  tabls?  Now,  if  the  other  counsel 
will  return  to  iha  witness  table ^  we  will  ask  if  there  are  any  ques- 
tions to  bo  asked  of  them, 

1  recognize  our  C^hairman.  Mr.  Poagc. 

The  CiiAniitAN.  TLine  is  veiy  short  and  I  would  like  to  pose  one 
or  two  questions  to  Mr.  Youngquist, 

Yesterday,  there  were  representatives  from  the  Bolivian  Govem- 
m&nt  who  indicated  that  good  faith  negotiations  were  still  in  progress 
in  regard  to  your  claim.  Wlmt  is  your  view  on  that?  How  do  you 
fot^l  about  that?  Do  you  think  that  is  a  correct  statemejit? 

Mr.  Moiijvx.  Mn  Ch  a  inn  an,  if  there  are  any  good  will  or  mean- 
mgfnl  negotiations  oi^  fuvorable  negotiations  underway,  we  are  i 
not  awaro  of  it.  There  wcn^  good  faith  negotiations  underway  B 
yeai'S  ago  imder  Earrientos'  regime,  wherein  we  had  worked  out 
a  settlemBut  with  President  Barrientxis,  wherein  the  lands  that  had 
been  expi^opriated  by  the  Bolivians  from  the  American  citizens,  011 
which  a  colony  of  Okinawans  had  been  placed  through  tlm  iater- 
cession  of  the  U.S.  State  Department,  tliat  t]iat  land  would  he  r^^ 
turned  to  the  claimants*  Unfortunately,  President  Barrientos  was 
killed  in  a  helicopter  crash  atid  that  was  the  end  of  that  settle- 
ment arrangement.  Since  that  time,  althougli  we  have  made  many 
offers  of  settlement  and  ha\'e  induced  the  amount  of  our  claim  for 
the  purpose  of  compi'omise  and  settlement  from  a  documented  claim 
of  well  over  $1  million  to  a  suTii  of  approximately  $400,000  for  pur- 
poses of  settlement,  W^^  have  had  no  satisf Qctory^  response  from  the 
Bolivians, 

The  Chaikhan*  Well,  just  in  order  to  hasten  along,  becauas  we 
are  pressed  for  time,  what  do  you  think  this  connnittee  can  <te| 
that  might  be  helpful  to  you? 

Mr,  MoR.\x.  Well.  Mr.  Chairman,  we  have  suggested  three  amead- 
ments  which  are  rather  simple  and  which  are  just  reliiieniBnts  of  the  I 
present  amendments  tliat  are  in  the  law.  I  would  rewrite  that  section  ' 
408(d)  be  added  to  the  Sugar  Act  of  1948  as  follows.  Just  making  tk 
changes  in  the  present  law  as  it  stands,  we  would  change  the,  make 
it  mandatory  upon  the  President  to  witlihold  or  suspend  all  or  an?  1 
part  of  the  quota. 
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The  Chairman.  Let  us  not  get  technical,  but  iust  how  do  you  do 
that?  You  remember  we  had  the  Belcher  amendment  that  was  tha 
law  here.  It  made  it  mandatory  upon  the  President.  You  did  not  get 
any  relief  at  all  during  the  time  of  your  claim. 
Mr.  MoRAx.  No  sir. 

The  Chairman.  And  during  the  claim  of  the  gentleman  from  the 
Dominican  Republic.  It  was  "mandatory  that  the  President  should 
make  these  adjustments.  You  did  not  get  any  relief  during  that 
period  and  neither  did  the  gentleman  from  the  Dominican  Republic 
Just  to  rewrite  that  does  not  look  to  me  like  he  is  going  to  achieve 
much  of  anything. 

Mr.  MoRAx.  The  only  other  suggestion.  Mr.  Chairman,  is  what, 
of  course,  Senator  Long  had  written  into  the  Senate  version  the 
last  time  in  his  very  sophisticated  and  elaborate  suggestion  in 
setting  up  an  arm  of  the  Tariff  Commission,  taking  it  out  from  the 
President,  so  to  speak,  and  the  Executive,  putting  it  in  that  agency. 
They  were  going  to  set  up  an  investigative  arm  of  the  Tariff  Com- 
mission which  would  investigate  claims  and  when  claims  were 
proven,  there  would  be  provisions  made  to  pay  citizens  whose  prop- 
erty had  been  expropriated  by  foreign  governments. 

The  Chairmax.  Well,  you  recall  that  last  year,  the  last  time  we 
had  this  legislation  up — 3  years  ago — I  offered  an  amendment  right 
here  in  this  committee. 
Mr.  MoRAx.  I  do. 

The  Chairmax.  That  would  provide  that  such  an  authorized  claim 

would  go  to  the  Court  of  Claims  here  in  the  United  States  and  if  you 

received  a  judgment  in  our  Court  of  Claims,  that  the  Tariff  c<Mn- 

mission  would  be  required  to  or  the  administrators  would  be  required 

to  deduct  from  any  of  these  payments  the  amount  of  that  claim  and 

pay  it  to  the  claimant.  And  you  will  remember  that  that  was  rather 

ingloriously  defeated  right  here  in  this  committee  3  years  ago.  Have 

you  any  more  votes  than  you  had  then?  I  was  in  favor  of  it^  I  am 

still  for  it,  but  I  am  not  in  favor  of  butting  my  head  against  the 

wall.  But  do  you  have  any  more  votes? 

Mr.  MoRAX.  We  have  not  had  a  head  count  lately. 

The  Chairmax.  Well,  that  is  the  real  important  thing  in  legisla- 

tion,  to  know  what  you  can  do,  not  what  you  would  like  to  do. 

I  would  like  to  provide  that  our  own  courts  make  a  decision  on 

this  thing  and  if  they  decided  that  you  have  a  valid  claim^  it  vast 

be  deducted   from   any   sugar  pa3mrients  that  might  go  to  raese 

countries.  But  the  committee  has  voted  that  down.  Unless  you  fed 

that  you  have  changed  that  situation,  we  are  just  spinning  our  wheels. 

Mr.  Alexaxder.  Would  the  gentleman  yield  on  that  point? 

The  Chairmax.  My  time  is  up, 

Mr.  Alexaxder.  I  would  just  like  to  ask.  if  I  might  impose  on 
the  committee's  time  just  one  second^  ilr.  Cliairman. 

We  do  have  a  different  composition  of  the  committee  than  we  had 
in  1971  and  I  would  like  to  near  the  reaction  of  tlu?  gentleman  to 
the  proposal  that  the  chairman  offered  2  years  ago  as  to  its  effect  or 
probable  effect  on  giving  relief  to  both  of  these  gentlemen  here. 

Mr.  Morax.  Well.  sir.  I  was  for  tin*  chairrrian^«»  amendment  at 
that  time.  I  am  certain!  v  verv  much  in  favor  of  it  r»oir.  Mr.  Chair- 
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man.  I  would  tliink  that  because  of  the  differences  in  makeup  of 
the  committee  since  that  time,  plus  the  fact  that  some  of  these  coun- 
tries have  not  acted  in  good  faith  as  they  had  represented  they 
would  during  the  time  when  the  sugar  quota  was  being  discussed, 
would  perhaps  have  an  effect  on  the  feelings  of  the  members  of  this 
committee  toward  an  amendment  such  as  the  chairman  has  just 
suggested.  We  would  be  very  much  in  favor  of  it,  Mr.  Chairman. 

Mr.RARiCK.  The  Chair  recognizes  Mr.  Wampler. 

Mr.  Wampler.  One  brief  question. 

Mr.  Boggs,  as  the  spokesman  for  the  Central  American  Sugar 
Council,  do  you  have  any  views  on  the  status  of  the  Cuban  sugar 
quota  ? 

Mr.  Todd.  Mr.  Chairman,  I  am  Mr.  Todd.  I  would  like  to  answer 
that. 

Mr.  Wampler,  our  view  is  obviously  that  the  countries  of  Central 
America  would  like  to  be  able  to  continue  to  enjoy  the  amount  of 
quota  which  they  have  become  accustomed  to  fulfilling.  But  we  do 
represent  the  private  sugar  interests  of  those  countries  and  do  not 
feel  it  would  oe  in  any  way  appropriate  for  us  to  comment  upon 
the  relationships  between  Cuba  and  the  United  States  and  how  the 
United  States  treats  Cuba. 

Mr.  Wampler.  Mr.  Merrigan,  as  I  recall  your  testimony,  Venezuela 
is  not  requesting  any  increase  in  their  quota  in  this  legislation,  is 
that  correct? 

Mr.  Merrigan.  No,  Venezuela  is  not. 

[Mr.  Wampler.  Wliat  percentage  of  your  total  petroleum  output 
is  exported  to  the  United  States?  I  am  not  sure  I  recall? 

Mr.  Merrtgax.  The  total  output  is  about  3  million  barrels  a  day, 
of  which  a  million  seven  is  coming  to  the  United  States. 

Mr.  Wampler.  Is  this  coming  in  the  form  of  crude? 

Mr.  Merrigax.  Some  of  it  is  crude,  some  is  gasoline,  some  fuel  oil, 
distillate.  It  comes  in  various  forms  as  the  American  oil  companies, 
which  are  located  in  Venezuela,  produce  it  and  to  meet  their  re- 
quirements. 

Frankly,  the  figures  for  1973  over  1972  show  that  the  crude  ship- 
ments were  up  really  about  20  percent,  the  gasoline  shipments  were 
up  63.5  percent.  Distillate^s  were  up  37  percent.  And  then  fuel  oil 
14  percent.  So  the  shipments  out  of  Venezuela  for  1973  in  all  of 
those  categories  have  been  on  the  increase  rather  than  on  the— 
in  other  words,  they  have  done  nothing  to  cut  off  the  supplies  as  we 
have  suggested' to  the  committee. 

Mr.  Wampler.  You  would  not  be  interested  in  trading  some  more 
oil  for  some  more  sugar,  would  you? 

Mr.  Merrigax.  Well,  as  I  told  you  during  our  direct  testimony, 
if  we  can  get  some  more  rain  down  there,  we  would  love  to  start  talk- 
ing in  that  direction. 

Mr.  Wampler.  I  appreciate  your  testimony. 

Mr.  Karick.  Mr.  Vigorito? 

Mr.  Vigorito.  No  questions,  Mr.  Chairman. 

Mr.  McDonald.  Do  I  have  an  opportunity  to  answer  the  gentk- 
man  down  here  who  asked  me  a  question  ?  ' 

Mr.  Rarick.  Mr.  Mayne? 

ilr.  Mayxe.  I  would  be  glad  to  give  the  gentleman  an  opportunity 
to  answer  Mr.  Alexander's  question  on  my  time.  Proceed 
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McDoxAij>.  WS(c)  down  there  where  thev  talk  about  arbi- 
ti  and  conciliation  has  always  been  something  that  is  very 
It  to  really  understand  what  the  intent  of  the  Congress  ik 
read  this  and  have  read  it  100  times,  it  would  appear  to  me 
he  power  of  the  President  only  comes  into  this  tiling  when 
change  it  from  shall  to  may,  after  they  have  had  arbitration 
3nciliation  hearings.  Wliy  should  not  these  people  who  take  the 
rty  at  least  give  a  citizen  a  right  to  sit  down  with  them  and 
ate  their  case?  The  arbiti-ators  may  decide  against  the  gov- 
'.nt,  but  as  the  statute  is  now,  the  President  could  stUU  he  aoes 
ave  to  decide  with  them  at  all.  He  may  decide  that  yon  are 
ititled  to  any  relief,  that  you  were  wrong.  But  in  the  first 
ice,  if  they  do  not  comp)el  them  to  arbitrate  or  conciliate  or 
n  our  case,  they  have  nor  said  hello,  how  are  you,  for  12  years 

this  property. 

^NIayxe.  T  have  no  further  questions. 

Rarick.  ^Ir.  Alexander? 

AiJixAXDER.  T  have  two  questions  but  I  would  first  like  to 
to  ]Mr.  IMayne  if  he  has  any  questions. 

^L\YXE.  Xo.  thank  you.  Mr.  Alexander.. 

Alexaxder.  ^Ir.  Boggs,  I  notice  that  you  stated  with  regard  to 
entral  ^Vraerican  Common  Market  provision,  as  it  is  so-called, 

204(a),  that  is  working  well.  I  was  very  pleased  to  hear 
efer  to  that  inasmuch  as  I  offered  that  amendment  in  19^71. 
)u  have  any  further  comments  that  you  would  like  to  make 

that  provision  at  this  time  ? 

BoGGS.  Xo,  Congressman  Alexander.  We  simply  would  like  to 
:  that  it  is  an  effective  device  as  far  as  those  five  countries  are 
-ned.  The  sugar  industries  of  the  countries  are  interrelated 
ms  of  climate,  weather,  conditions,  and  transpoii:atioii  to  the 
d  States.  So  if  there  is  a  shortfall  in  one,  it  makes  a  lot  of 
to  have  it  available  to  pick  it  up.  It  does  work  well  in  the  case 
>nduras. 

Alexaxder.  Thank  you  verA'  much,  Mr.  Boggs. 

Chairman,  one  question  for  Mr.  Moran. 
oticed  yesterday  that  Bolivia's  representative  testified  that  in 
negotiations  or  discussions  with  reference  to  your  claim,  they 
ffered  a  settlement  to  substitute  some  lands  for  tJie  lands  that 
been  expropriated.  Are  you  familiar  with  this  and  if  so,  is  this 
lomont  that  is  acceptable  or  comparable,  I  should  say?     .     ■  .-\ 

MoRAX.  The  land  that  was  offered,  and  by  the  explanation  ac- 
inying  such  lands  that  were  supposedly  comparable  to  "the  land 
vas  expropriated  in  its  presentation  by  the  Bolivian .  Gov^rn^ 

they  made  it  very  clear  that  this  land  was  not  accessible,  there 
no  communications,  no  roads.  You  have  to  fly  into  it.  We  had 
aimants  check  the  land  and  for  the  most  part,  it  stays  under 

a  good  part  of  the  year.  So  we  did  not  really  consider  that  aa 

a  meaningful  proposal.  .    .. \;V' 

would  be  very  happy  to  present  this  document  which  the 
ians  furnisliod  us  to  this  committee.  I  mean  it  is  nothing  that 
e  fabricating.  ...  ......     .    .    r; 

tther.  1  would  like  to  make  this  point  which  would  be  in  acjcord 
the  chairman's  proposed  amendment  3  years.Cgtgo.  and" Jiis.dis- 
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ciissions  about  would  w©  be  satisfied  with  such  an  amendment  at  this 
time?  Wg  certainly  would. 

We  actually  went  through  the  steps  set  forth  in  the  act  to  try  to 
have  the  administration  settle  or  arbitrate  and  dispose  of  this  case. 
Now,  we  are  not  pinning  this  on  the  Nixon  administration  by  any 
stretch  of  the  imagination*  It  is  just  historical  with  the  Executive; 
that  they  just  do  not  act,  regardless  of  whether  the  mandate  is  man* 
datory  or  whether  the  mandate  is  optional  on  the  part  of  the  Preid^ 
dent*  We  just  wanted  the  committee  to  know  that  we  have  exhausted 
all  our  administrative  remedies  available  under  the  laws  of  Bolivia 
and  under  the  laws  of  the  United  Statas  without  any  successful 
conclusion. 

Thank  you. 

Mr,  Ajlexandm^  Thank  you,  sir. 

I  would  just  like  to  add  further  that  I  appreciate  the  very  line 
statements  of  all  the  gentlemen  who  have  appeared  here  this  mom 
ing»  I  have  no  further  questions. 

Mr.  Kabick,  Mr.  Young  ^ 

Mr,  YoTJNG.  Thank  you,  Mr.  Chairman. 

I  am  just  a  country  boy  from  South  Carolina  and  1  did  know  I 
was  sitting  in  an  international  court,  to  judge  what  is  takiuff  place' 
here  today*  This  seems  to  be  the  position  we  have  gotten  ourselves  in* 

I  am  interested  in  the  act  in  the  global  qxiotas  that  we  had  a  num- 
ber  of  years  ago.  Mr.  Franklin,  T  wonder  if  you  would  like  to  com- 
ment on  the  global  quota  system  as  compared  to  the  system  that  we 
are,  trying  to  use  today,  where  we  sit  in  a  room  and  divide  up  this 
pie  all  around  the  world, 

Mr,  Franklin*  Mr*  Young,  I  do  not  know  if,  as  a  representative 
of  the  Colombian  producers  of  sugarcane,  I  would  be  qualified  to 
comment  on  the  global  quota  system  that  was  used  in  previous  years. 
Insofar  as  Colombia  is  concerned,  they  have  come  to  rely  upon  the 
U.S.  quota  being  set  out  as  a  definite  tonnage  with  the  subsequent 
prorations.  Colombia  would,  of  course,  prefer  to  continue  to  rely 
upon  this  system  of  establishing  fixed  quotas, 

Mr.  Young*  Why  would  the  Colombian  Government  not  like  to 
participate  in  a  global  quota? 

Mr,  Fhankltn.  I  did  not  mean  to  imply  that  they  would  not  like 
to  participate  in  a  global  quota*  but  I  would  like  to  be  able,  as  their 
counsel,  to  discuss  their  view  on  a  global  quota  system  with  them  be- 
fore trying  to  present  them  to  the  committee. 

Mr,  YoTTNG.  Mr,  Merrigan,  would  you  like  to  comment  on  that? 

Mr,  MErauGAx,  WelU  re^^lly,  I  have  not  made  any  comparisons  of 
global  quotas  with  conn  try -by-country  quotas  either*  The  thing  that 
does  impreas  you,  though,  is  that  it  takes  millions  of  dollars  of  invest- 
ment to  build  a  sugar  industry  over  the  years. 

For  example,  I  talked  about  $90  million  that  Venezuela  is  prea* 
ently  putting  into  its  sugar  industry.  I  think  to  put  that  kind  of  in- 
vestment  into  an  industiy  for  the  purpose  of  building  to  a  level  to 
meet  specific  quotas  is  preferable  to  a  global  system.  But  again,  I 
think  I  have  to  defer  to  my  very  good  friend  here  and  not  get  into 
trouble  with  the  countrj^  I  represent  and  try  to  expii^ss  its  views 
when  I  do  not  know  them. 

Mr»  Young,  Thank  yon* 
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Mr.  Kaplan? 

Mr.  Kaplax.  I  think  what  your  question  in  effect  is  posing  is  the 
efficacy  of  the  U.S.  sugar  quota  program.  Now,  there  is  a  very,  very 
distinguished  colleague  of  yours  who  serves  on  this  committee.  I 
think  I  could  do  no  better  than  to  quote  from  his  remarks,  which 
were  made  on  January  15,  1973.  I  will  disclosed  who  he  is  after  I 
give  you  this  short  little  recitation. 

Mr.  Speaker,  the  Soviet  crop  failures  have  affected  aU  areas  of  world  agri- 
culture. Sugar  is  the  latest  food  shortage  facing  Russians  and  forcing  the  Soviet 
Union  to  buy  from  the  world  market,  thus  directly  affecting  aU  market  prices. 
The  effect  of  the  Russian  sugar  purchases  have  not  been  reflected  in  the  prices 
facing  the  U.S.  consumer  because  of  the  insulating  effect  of  the  Sugar  Act,  an 
act  of  Congress  under  which  foreign  sugar  producers  are  given  a  quota  at  a 
premium  price  for  future  years. 

Those  remarks  were  made  by  the  presiding  chairman,  the  distin- 
guished gentleman  from  Louisiana,  Mr.  Rarick.  I  think  he  hit  it 
right  on  the  head.  It  is  an  insulating  effect,  it  gives  security  and 
stability  not  only  to  the  United  States,  but  to  the  people  who  have 
to  produce  this.  1  think  it  should  be  retained. 

Mr.  Young.  Mr.  Boggs,  would  you  care  to  comment? 

Mr.  Boggs.  Simply  to  add.  Congressman  Young,  that  I  think  the 
best  example  I  can  give  of  the  benefits  of  this  quota  would  be  the 
example  of  the  fellow  walking  down  to  the  bank  who  wants  to  build 
an  office  building.  The  bank  says,  do  you  have  any  tenants?  And  if 
you  have  some  signed  leases,  it  is  pretty  easy  to  borrow  the  money 
to  build  the  office  building.  Without  the  signed  leases,  it  is  mighty 
hard  to  borrow  the  money. 

So  if  you  want  to  expand  world  production  of  sugar,  I  think  the 
best  way  to  do  that  is  to  assure  the  sugar  producing  nations  that  type 
of  bank  guarantee.  That  is  what  the  fixed  quotas  are. 

Now,  a  global  quota  would  not  satisfy  the  banker,  simply  because 
the  banker  would  see  through  that  very  quickly.  Namely,  if  a  small 
producer  tried  to  walk  into  the  bank  to  borrow  on  some  money  to 
increase  his  production,  the  banker  would  say,  without  those  signed 
leases,  wc  cannot  give  you  the  money  because  there  are  a  lot  of  big 
producers  around.  If  the  world  situation  changes  and  prices  start  to 
go  down,  they  will  simply  have  to  cut  the  prices  way  way  down  to 
get  rid  of  your  supply,  because  they  will  have  such  a  huge  supply. 

Mr.  YouxG.  By  the  same  illustration  you  are  using  here,  you  would 
not  go  out  and  tell  everybody  to  bring  a  brick  to  build  a  building. 
You  would  get  a  contract  on  the  building  to  build  this  building  that 
you  are  going  to  build  or  the  shopping  center  you  are  going  to  use. 
I  think  you  would  say  this  is  the  best  marketable  way  or  the  best 
selected  way  to  find  a  contract  and  to  build  the  building. 

Thank  you,  Mr.  Chairman,  I  appreciate  the  allowance  you  have 
given  me. 

The  Chairman.  May  I  have  a  moment  to  make  an  announcement, 
because  I  have  to  leave? 

The  Chair  is  announcing  the  appointment  of  an  ad  hoc  sub- 
committee to  work  further  on  this  sugar  legislation.  That  committee 
will  consist  of  Mr.  Wampler,  Mr.  Stubblefield,  Mr.  Goodlii^,  Mr. 
Foley,  Mr.  Mathias,  and  Mr.  de  la  Garza,  and  the  chairman.  We  will 
welcome  any  suggestions  that  any  members  of  the  committee  want 
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to  discuss  with  us  at  any  tune.  1  do  not  know  at  what  time  there  will 
be  a  meeting  of  this  committee,  but  surely  next  week.  In  the  mean- 
time, if  any  of  the  members  want  to  discuss  this  with  any  of  the 

do  so.  1 


any 
of 


members  of  this  ad  hoc  subcommittee,  surely  they  will  be  able  toi 


Mr,  YuuKo,  If  jou  will  yield  just  a  ni unite,  I  would  like  to  sug 
gest  that  I  plan  to  propose  the  global  quota  system  as  an  amendment 
to  the  bill  and  like  the  fellow  with  the  hard  wall,  I  will  be  butting 
my  head  against  it,  but  I  would  like  to  put  you  on  notice  that  I  will 
submit  that. 

The  Cii^vrR^iAN.  Surely  any  member  has  a  right  to  propose  amend-^ 
'taents.  I  appreciate  your  calling  our  attention  to  it.  But  any  member 
has  a  right  to  propose  we  change  the  bill  any  way  ]\q  feels  w©  ought 
to.  Certainly  I  am  going  to  Imvo  some  amenchneuts  to  the  bill  and 
everj^body  else  probably  will.  But  the  question  is  how  to  come  t&. 
some  kind  of  an  agreement  as  to  what  generally  we  feel  we  can  livi 
with  and  what  generally  we  think  we  can  pass. 

Of  course,  no  l^ill  is  going  out  on  the  floor  with  proposals  that  wi 
know  are  going  to  be  defecated — ^that  is,  nuless  we  want  to  defeat  thi 
legislation,  because  we  are  not  going  to  get  legislation  if  we  go  out 
there  simply  insisting  on  an  unattainable  objective,  because  we  have 
to  bring  out  somethuig  that  we  can  get  the  House  to  act  favorably  oa 

But  certainly,  the  gentleman  has  a  perfect  right  to  propose  a  global 
quota  or  no  quota  or  a  single  quota  or  any  other  quota  he  wants  to. 
That  is  part  of  the  political  process,  trying  to  work  it  out. 

Thank  you. 

Mr.  Kahtok.  Mr.  Mathis? 

if  r,  iL^Tiiis,  No  questions,  Mr.  Chairman. 

Mr.  Rakick.  Mr.  Bergland? 

Mr,  Berolaxd.  Xo  questions,  thank  you. 

Mr*  Rarick.  Mr.  Bi'own? 

Jlr,  Browx*  If  I  coukh  I  would  just  like  to  ask  a  brief  t|uestion 
of  anybody. 

There  has  been  a  Y^vy  frequent  I'eference  to  the  wild  fluctuations 
in  the  market  price,  the  woi'ld-niarket  price  of  sugar.  Is  there  some- 
on  among  you  who  could  give  me  some  uidication  of  what  that  varia- 
tion in  the  world-market  price  hiis  been  and  compare  it  to,  say,  lio^' 
the  market  price  in  so}'beans  has  fluctuated  or  some  other  agricul- 
tui'al  commodities? 

Mr,  Todd.  Mi\  Brown,  I  am  not  prepared  to  give  you  a  real  analy- 
sis of  what  the  price  behavior  lias  been  in  any  detail  over  the  last 
period  of  time,  nor  am  I  really  pi'epared  to  compare  it  to  soybeans. 
^\ntat  lias  happened  is  that  for  a  period  beginning  in  about  197^, 
United  States  and  world  prices  were  quite  close,  whei*e  they  kind  of 
joggled  between  one  being  higher  and  the  other  lower.  .Then  h- 
ginning  in  the  fall  of  1Q73,  the  world  price  began  to  climb  and  it 
climbed  to  rather  spectacular  heights  of  about  28  and  has  now  conif 
bark  dowii  to  about  20,  the  U.S.  price  lagging  substantially  behind 
til  at.  amount, 

T  thmk  it  is  worth  noting  to  tliis  connnittee  that  because  of  tbe 
diffei'ences  in  the  way  sugar  is  shipped,  f,o.b,  or  c.i.t  basis^  the  U.& 
priqe  is  worth  about  2  cents  a  pound  less  than  the  world  price  be- 
cause of  the  costs  that  have  to  be  paid  by  the  shipper  to  the  U.B- 
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market.  So  as  a  matter  of  fact,  the  U.S.  price  in  reality,  in  terms  of 
net  return  to  the  sugar  producer,  has  been  lower  than  the  difference 
between  the  world  price  and  U.S.  price,  simply  looking  at  the  market 
prices  on  a  given  day. 

As  of  yesterday,  the  spot  prices  were  17.50  U.S.  and  20.05  world. 
That  is  cents  per  pound. 

Mr.  Browx.  Has  the  world  price  been  down  as  low  as  10  cents  a 
pound  ? 

Mr.  Todd.  Yes ;  it  has.  I  would  say  the  world  price  was  at  10  cents 
a  pound  about  a  year  ago,  but  again  I  would  not  want  to  be  held  to 
the  exact  time. 

Mr.  Brown.  Can  you  also  tell  me  about  how  the  total  world  market 
in  terms  of  volume  compares  with  the  U.S.  market? 

Mr.  Todd.  Well,  the  total  volume  of  trade  on  the  world  market,  of 
course,  does  not  compare  at  all.  Well,  I  should  say  that  the  total 
amount  of  sugar  traded  on  the  world  market  compared  to  the  total 
sugar  consumed  is  about  15  percent,  which  is  not  very  large.  There 
is  a  distortion  in  this  figure,  however,  since  the  world  market  trad- 
ings does  represent  much  more  than  15  percent  of  the  amount  of 
sugar  traded,  since  much  sugar  that  is  consumed,  of  course,  is  pro- 
duced within  the  country  consuminig  it.  It  is  therefore  not  traded  on 
markets  as  such. 

Mr.  Brown.  I  am  interested  in  just  the  world  figures,  the  exported 
or  imported  sugar  for  the  remainder  of  the  world  compared  with  the 
amount  that  the  United  States  imports. 

Mr.  Todd.  The  total  amount  traded  is  about  10  million  and  about 
4  million  of  that  is  freely  traded. 

Mr.  Brown.  Thank  you  very  much. 

Mr.  Earick.  Mr.  Bowen? 

Mr.  BowEN.  Just  a  brief  question,  Mr.  Chairman,  for  Mr.  Boggs 
and  Mr.  Todd. 

I  was  impressed  with  your  figures  about  increased  production  in 
Central  America  and  also  the  concept  of  the  Common  Market  which 
apparently  does  give  you  a  degree  of  flexibility.  You  have  requested 
an  increase  in  quotas,  whereas  some  of  the  other  nations  have  not. 
Do  you  feel  that  request  is  based  upon  the  substantially  increased 
production  that  you  have  developed  in  Central  America  in  recent 
years  in  comparison  with  the  other  nations? 

Mr.  BoGGS.  Yes,  it  is.  It  is  also  based,  I  think,  on  participation  in 
the  sugar  consumption  which  has  substantially  increased  m  recent 
years.  I  think  it  is  a  very  realistic  request.  Thejr  are  based  upon  the 
actual  available  sugar  for  export  in  those  countries  as  regards  expec- 
tations. There  is  a  Central  American  Common  Market  provision  so 
that  we  have  tried  to  assess  what  the  entire  area  is  able  to  export  to 
the  United  States  realistically  in  that  if  one  country  does  have  a 
shortfall,  it  can  be  picked  up  by  the  other  five. 

Mr.  BowEN.  You  feel  that  Central  America  still  has  a  fairly  sub- 
stantial excess  capacity  in  terms  of  land  capacity  and  land  available 
for  production? 

Mr.  BoGGS.  Yes;  they  do. 

Mr.  BowEN.  That  is  all,  Mr.  Chairman. 

Mr.  Earick.  Mr.  Gunter? 

Mr.  Gunter.  Thank  you. 
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I  want  to  join  some  of  my  colleagues  in  expressing  concern  witli 
regard  to  the  claims  that  we  have  heard  about  in  the  testimony  this 
morning,  I  am  more  familiar  with  the  expropriation  case  which  has 
been  brought  to  our  attention  again  here  by  Mr>  Kex  Youngquist  an4 
bis  representatives, 

I  wonder  if  I  could  ask  Mr.  Moran  to  respond  to  tlie  chairman 
comments  about  the  mandatory  set-aside  of  funds.  He  was  saying; 
that  wti  had  had  legislation  of  that  nature  previously  and  it  had  n 
worked.  I  want  to  ]oin  him  and  others  on  this  committee^  in  develoL 
ing  language  and  hopefully  passing  it  that  will  work.  So  I  wondei 
if  you  would  comment  on  that  because  I  know  that  was  one  of  th< 
options  which  you  presented  to  the  committee  for  consideratioi 
Would  you  coniment  on  that?  Or  maybe  tell  us  what  you  think  will 
be.  effective  and  will  %vork  so  that  we  can  take  that  and  perha 
develop  language? 

Jlr.  Mohan.  Welh  of  course,  the  amendment  that  the  chairmai 
spoke  of  which  he  oifered  S  years  ago,  which  would  be  a  mandato]  _ 
placing  of  this  befoi'e  the  U.S.  Court  of  Claims  and  dependent  upoi 
the  determination  made,  judgment  made  by  the  Court  of  ClamiSf'' 
and  an  amount^  I  guess,  which  would  be — ^you  are  talking  about  dol' 
lars  really*  That  would  be  then  transferred  to  the  Tariff  Commissioii 
and  paid"  out  of  funds  that  would  be  witMield  from  payments  td- 
these  countries. 

I  think  that  would  probably  be  the  type  of  amendment  which 
would  meet  with  the  most  success  and  woiild  certainly  be  in  accord 
aiice  with  what  the  chairman  of  the  Senate  Finance  Committee  liad 
suggested  and  passed  3  years  ago. 

Mr.  GuiN'TER.  How  is  that  different  from  the  language  that  was  in 
the  law  previously  J  wliich  the  chairman  alluded  to  and  said  did  not 
work? 

Mr.  MoRAN.  Well,  previously^  it  was  made  mandatory  upon  tlie 
President  of  the  XJnited  States  to  withhold  funds  from  the  moneys 
going  to  these  foreign  countries  in  cases  where  property  of  American 
citizens  had  been  expropriated*  As  I  said  earlier,  we  exhausted  our 
remedies  under  the  present  law,  which  is  discretionary  witli  th^ 
President  instead  of  mandatory.  But  historically,  administrations, 
the  Executive,  does  not  want  to  act  in  that  manner  where  foi^ign 
countries  are  involved,  because  it  involves  your  foreign  relation  poli- 
cies, even  matters  of  war,  so  to  speak. 

Mr.  GuNTiiiR.  Well,  in  that  instance,  did  the  administration — and 
I  do  not  even  know  wliich  one  it  was — did  they  just  choose  not  to 
act  even  though  the  law  expressly  said  they  must  act? 

Mr.  Mohan*  That  is  right,  because  we  certainly  pursued  it  under 
the  Kennedy  Administration,  the  Johnson  Administi^ation,  and  more 
recently,  under  the  present  law  in  the  Nixon  Administration,  where 
it  is  discretionar>\ 

Mr,  GiTNTER.  Could  I  ask  you  further,  ilr.  Moran,  do  you  recall 
any  of  the  objections  which  were  expressed  by  the  committee  at  the 
time  the  chairman's  amendment  was  considered  a  year  or  so  ago^ 
objections  that  apparently  led  to  the  defeat  of  that  amendment? 

Mr.  MoRAN.  I  really  do  not  know,  bex^ause  from  my  recoUectiou- 
they  were  in  executive  session  and  we  never  did  really  know  why. 
All  w^e  knew  was  that  it  did  not* 
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Mr.  GuNTER.  I  see. 

Mr.  MoRAN.  I  would  certainly  be  very  favorably  disposed  to  goiiig 
forward  on  that  type  of  amendment  and  recommending  it  to  the 
members  of  this  committee  who  are  concerned  and  sympathetic 
toward  the  plight  of  these  American  citizens  whose  claims  have  not 
been  settled. 

Mr.  GuNTER.  I  would  just  like  to  join  witti  others  who  I  think  have 
shown  an  interest  in  this  matter  this  morning  and  say  I  think  the 
makeup  of  the  committee  is  somewhat  diflferent  now  and  I  would 
hope  that  you  and  your  clients  would  ioin  with  our  staff  in  develop- 
ing language  that  could  be  useful  in  this  regard.  I  am  just  tired  of 
seeing  these  instances  where  we  sweep  these  situations  under  the  rug 
and  because  we  are  not  talking  about  some  big  corporate  entity,  we 
look  over  the  rights  of  our  citizens.  So  I  want  to  go  on  record  as 
desiring  to  be  helpful  in  providing  the  legislation  niat  can  do  this 
for  us. 

Mr.  MoRAN.  We  certainly  appreciate  that,  Mr.  Gunter.  We  would 
be  more  than  pleased  to  work  with  the  members  of  the  staff  of  this 
committee  in  any  way  possible. 

Thank  you. 

Mr.  McDonald.  Mr.  Gunter,  I  appreciate  what  you  have  just  said. 
Our  problem  is  just  a  little  different  from  Mr.  Moran's.  I  know  you 
understand.  They  have  at  least  talked,  they  have  at  least  got  some- 
where where  they  have  at  least  discussed  something,  even  if  they 
offered  some  land  undeinvater,  as  he  said. 

Mr.  Gunter.  Would  this  legislation  not  solve  your  problem  also, 
this  type  of  legislation? 

Mr.  McDonald.  Yes,  I  thought  it  already  did,  but  apparently,  it 
does  not,  because  I  know,  I  know  as  far  as  my  man  is  concerned,  if 
they  would  ever  sit  down  and  arbitrate,  they  could  get  rid  of  it  in 
2  or  3  hours.  But  there  is  no  such  thing,  we  cannot.  Please  read  my 
brief  and  see  where  the  President,  when  he  fled  his  country  and  went 
into  exile  in  Puerto  Rico,  stayed  there  for  some  several  months  until 
they  brought  him  back,  the  glorifying  things  he  said  about  my  client 
and  the  horrendous  way  he  had  been  treat^  by  the  Dominican  Gov- 
ernment, and  now  he  will  not  get  off  his  butt  and  do  one  damned 
thing. 

Mr.  Gtjnter.  Thank  you,  Mr.  Chairman. 

Mr.  Rarick.  I  would  like  to  add  in  behalf  of  the  members  that  we 
thank  all  the  witnesses  who  have  appeared  and  given  testimony  and 
answered  the  many  questions  that  have  arisen. 

These  hearings  on  the  Sugar  Act  are  now  adjourned  and  the  com- 
mittee stands  in  recess  subject  to  the  call  of  the  Chair. 

[AVliereupon,  12 :20  p.m.,  the  committee  recessed  subject  to  the  call 
of  the  Chair.] 

[The  following  statements,  letters,  and  additional  material  were 
submitted  to  the  committee :] 

Statement  of  Hon.  Charles  C.  Diggs,  a  Representative  in  Congress  From 

THE  State  of  Michigan 

One  of  the  important  commodities  in  the  growing  trade  relations  between  the 
United  States  and  Africa  is  sugar.  The  aims  of  the  United  States  sugar  pro- 
gram include :  assuring  U.S.  consumers  a  plentiful  supply  of  sugar  at  reasonable 
prices;  and,  permitting  friendly,  foreign  governments  to  participate  equitably 
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in  supplying  the  tjnit:eLL  States  with  sugar  markets  for  the  dual  purpaee  of 
encouraging  U*S.  exports  and  of  assuring  ourselves  dependable  JsiipijUes  of 
sugar. 

The  criteria  for  foreign  quotas  have  been :  friendllneiff  to  the  U.S.  C^vem^ 
tnent,  depends h 111 ty  as  a  source  of  sugar  swpply»  reciprocal  trade  as  reflected? 
l>y  purchases  of  U.S.  products  and  services,  the  need  of  the  country  for  % 
p re Qjiuui -priced  market  In  the  United  States^  e^^peclally  with  rejjard  to  Ita 
relative  dependeaee  on  sugar  ns  n  source  of  foreign  exchange  and  its  present 
Bta^e  of  and  need  for  economic  development,  and,  finally,  *'tlie  extent  to  whictsj 
the  heneiits  of  i)articii>ation  in  this  market  are  shared  bj  factories  and  large* 
land  owners  with  farmers  and  workers  together  with  other  socio-ecojiomM 
policies  in  the  quota  countries." 

The  African  countries  affected  by  the  sugar  ciuota  l^slation  are  Swaxilandj 
Malawi,  Uganda,  the  Jlalagasy  Republic*  Mauritius,  and  the  Republic  of  Soutli 
Africa.    Repreaentattves    of    aH    of    these    countriea.    with    the    eieeption    o^ 
Uganda,  have  testified  before  the  House  Committee  on  Agriculture  concerniii| 
their  sugar  quotas. 

It  is  quite  clear  that  the  South  African  sugar  quotn  is  uanecessary*  tn  vio*, 
la t ion  of  the  criteria  of  the  Siii^ar  Act  itself,  and  in  violation  of  the  economic 
and  political  principles  of  the  United  States.  In  view  of  this,  it  is  vital  that 
such  economic  support  for  South  Africa  be  considered  in  light  of  U,B,  foreign 
policy  interests   in  independent,   majority-ruled  Africa. 

A.*?  a  nation  with  a  growing  need  for  Africa's  natural  resoureeg^  we  can 
longer  afford  to  ignore  the  legitimate  concerns  of  that  continent  with  respect 
to  democracy  and  independence  in  southern  Africa.  Surely,  there  exists  th# 
possiliility  for  fair  and  rational  approaches ^ to  the  needs  of  both  Africa  and 
the  United  States  by  the  representatives  of  each  if  the  United  States  will  re- 
evaluate its  support  (either  direct  or  Indirect)  for  minority  rule  in  southeni' 
Africa. 

The  termination  of  the  sugar  quota  for  South  Africa  then  could  be  oat 
indication  of  our  repugnance  of  Sotith  Africa's  policies. 

It  is  equally  evident  that  the  requests  of  Swaziland,  Malawi,  Malajra.^y 
Republic,  and  Mauritius  are  eminently  just! fled  in  terms  of  meeting  the  U.S. 
Government's  criteria  for  foreign  sugar  quotas.  Certainly,  the  Ironies  of  onr 
present  policy  of  allowing  a  quota  for  South  Africa  (a  country  which  does 
not  meet  many  of  our  criteria)  which  is  much  larger  than  the  individual 
quotas  of  these  four  African  countries  (which  do  meet  our  criteria)  are  not 
lost  iu  this  Increasingly  interdependent  worid  of  ours. 

80UTM  AFRICA 

I  would  like  to  emphasize  that  the  criteria  for  receiving  a  sugar  quota  set 
by  the  House  Agricultare  Committee  dlaallows  South  Africa  from  recelTiag  a 
sugar  quota,  by  examining  some  of  these  standards  in  detail. 

Criterion  #1 :  '^FriefYdly  govemnient~to-ffOimrmnvnt  rel<ition»,  including  rUM- 
discrimfnation  against  U.S.  eitizen»  in  the  quota  countrp  ..." 

In  Mar<*h  of  1974.  Afro- American  USIS  official,  Mr.  Richard  Saunder.<!,  and 
his  wife*  Emiiy,  were  told  to  leave  a  nightclub  at  the  Blue  Waters  Hotel  in 
Durban,  South  Africa*  simply  because  they  were  black.  Although  the  Sonth 
African  Government  apologized  for  the  Incident,  the  manager  of  the  Iiotel 
pointed  out  that,  under  South  African  law,  the  hotel  had  to  obtain  gfrrpm- 
ment  permits  before  it  could  allow  them  to  use  bar  or  nightclub  facilities^ 
This  incident  lllnminate^s  the  reality  that  ll.B.  blacks  are  discriminated  against 
in  South  Africa,  their  U.S.  citizenship  notwithstanding.  The  Saunders  were 
permitted  to  remain  in  the  nightclub  provided  that  they  did  not  dance. 

When  T  arrived  in  South  Africa  in  1971,  I  discovered  that  the  Smitft 
African  Government  had  reneged  on  Its  unconditional  granting  of  my  tisa^ 
«peeiflcaUy  objecting  to  my  proposed  visit  to  Namibia. 

As  a  rule,  Blacic  Americong  are  not  permitted  to  visit  South  Africa*  arid 
the  movements  of  the  few  who  are  able  to  visit  are  carefully  deftned  by  ptr- 
mita  and  parses  that  place  them  in  special  categories. 

Criterion  #4:  "Need  of  the  country  for  a  premium  market  in  the  Unitd 
States  including  (a\  reference  to  the  esirtent  it  shares  in  other  premium  price fi 
marJtets,  such  as  the  United  Kingdom;  (h)  its  relative  depcndejtce  on  sugaf 
as  ft  source  of  foreign  exchange  and  (c)  present  stage  of  and  need  for  e^ 
nomio  developfnent.*' 
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Africa  is  categorised  by  the  T.S.  Agmtj  tor  Interattkiniil  Perelop- 
a  developed  nation.  South  Africa  has  a  ^roes  national  product  vGNP> 
eeds  $22  billion.  The  growth  rate  for  Sooth  Africa  between  19T0  and 
postulated  as  5.5  percent  annually.  Exports  in  19T2  totaled  orer  ^  bll- 
survey  by  Market  Research  Africa  in  19TS  as  reported  by  The  Stmt 

air  mall  edition.  Johannesburg.  April  22.  1972  >  disclosed  that  a 
percentage  of  White  households  in  South  Africa  own  luxury  and  semi- 
terns  than  do  households  tn  Britain  and  Europe. 
ling  to  the  U.S.  Department  of  Agriculture,  the  gross  value  of  agri- 
production  in  South  Africa  for  1971-72  was  $2,486,087,000  with  sugar 
ting  $163,323,000  or  6.57  percent  of  this.  Sugar  represents  about  12 
of  South  Africa's  total  gross  domestic  product.  For  the  1972-73  period. 
qports  were  16.3  percent  of  agricultural  exporis.  the  bulk  of  it  being 
the  world  market.  In  1972  South  Africa  exported  1.287,840  tons  of 
be  bulk  of  which  went  to  Japan.  Canada,  and  Israel  with  the  United 
mporting  only  47,740  tons.  Thus,  only  about  l/25th  of  South  Africa*s 
sports  actually  came  to  the  United  States.  In  these  hard  financial 
he  U.S.  market  is  relatively  unimportant  to  the  income  South  Africa 
from  sugar  sales.  Of  South  Africa's  sugar  exports  of  1,094,^7  tons  in 
ly  74,535  tons  came  to  the  United  States. 

Africa  claims  to  have  lost  about  $2.9  million  in  1972,  and  $8.2  million 
as  a  result  of  supplying  the  United  States  instead  of  the  premium 
larket,  implying  that  South  Africa  engaged  in  no  sales  on  the  world 
In  fact,  a  little  over  half  of  South  Africa's  sugar  exports  to  other 
3  are  shipped  under  a  supply  commitment  price  which  is  generally 
an  the  United  States  price.  In  1972,  the  price  of  South  African  exports 
•  countries  under  the  supply  commitment  price  was  6.90  cents  per 
and  in  1972  it  was  7.60  cents  per  pound.  In  this  respect,  it  can  be 
t  South  Africa  actually  profited  from  sales  to  the  United  States  In 
3on  with  sales  to  other  markets,  since  the  U.S.  quota  price  for  1972 
I  in  terms  of  South  Africa's  sugar  shipments  averaged  about  8.47  and 
ts  per  pound  respectively  (after  duty  was  paid). 
3r,  South  Africa's  claims  of  a  "loss"  are  based  on  faulty  calculations 
ave  inflated  the  loss  occurred  in  selling  at  the  U.S.  quota  price  as 
to  the  world  market  price.  Instead  of  multiplying  the  USD  A  price 
ial  between  U.S.  price  and  world  price  at  the  ttme  of  each  shipment 
onnage  of  each  shipment,  and  adding  these  "losses"  together  to  arrive 
:>tal  "losses"  incurred,  South  Africa  added  another  step  in  calculation. 
I  up  the  sum  of  the  price  differentials  and  multiplied  the  total  tonn 
the  totals  of  the  price  differentials,  thus,  in  efTect,  multiplying  the 
isparlty  by  a  factor  of  five.  I  have  attached  as  an  appendix  a  chart 

the  South  African  Sugar  Association's  (SASA)  calculations  along 
!hart  prepared  by  the  Washington  Oflace  on  Africa  which  corrects  the 
{limed  "loss"  calculations.  (See  p.  535.) 

d  of  losing  $2.9  million  in  1972  and  $8.8  million  in  1973,  South  Africa's 
losses"  were  $530,662.20  and  $1.6  million  in  1972  and  1973,  respec- 

stress,  however,  that  "loss  must  appear  In  quotation  marks  a«  this 
loss  does  not  take  into  consideration  the  other  special  marketn  in 
outh  Africa  sells  the  bulk  of  its  sugar  exports  at  prices  lower  than  the 
•ta  price. 

igh  South  Africa's  per  capita  GNP  of  $954  seems  low  for  a  developed 
it  reflects  the  vast  disparity  between  White  and  Black  incomes.  The 
income  for  Whites  is  about  14  times  that  of  the  average  African  In- 
2Cording  to  the  United  Nations  in  its  Unit  on  Apartheid  Notes  and 
Its  for  1972  entitled  "Facts  and  Figures  on  South  Africa."  Whites,  who 
out  18  percent  of  the  population,  control  69  percent  of  th(»  nntional 
ng  power.  Private  consumption  expenditure  in  South  Africa  is  73.7 
for  Whites,  and  19.1  percent  for  Africans. 

Africa  then  uses  an  African  community,  which  it  dellberflt<»ly  and 
tically  keeps  in  poverty,  as  a  basis  for  claiming  "underdevelopment" 
nvenient,  and  thereby,  attempts  to  secure  U.S.  financing  for  this  crl Hil- 
arity. Surely,  such  a  misconstruction  of  actuality  for  puri»"w*M  *>f  <•*'»- 
'  cannot  be  condoned  by  our  government. 

ion  #5:  ''Extent  to  whAch  the  henefUi  of  participation  in  thi$  marki't 
red  hy  factories  and  larger  land  owner  $  with  farmer  t  and  workers  f 

tmth  other  socio-economic  policie$  in  the  quota  cfiuntrics:* 
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Tills  criterion  is  so  flagrantly  violated  tliat  on  tiiis  basis  alone  Siiutb 
Africans  sugar  quota  allotment  should  be  terminated.  la  my  owa  visit  to  mm 
estates  In  1971,  conditions  of  ejnployment  were  deplorably  substandard  aiid^ 
desiiite  recent  wage  increases  following  last  year's  strikes,  conditions  of  eij]- 
ployment  are  still  grossly  inadeqiaate.  African  sugar  fieldworkers  in  the  village 
I  visited  in  my  1971  trip  to  South  Africa,  informed  me  that  they  made  ?14  a 
month  in  cane»  and  worked  a  sii-day  week  from  6  A.M.  to  6  P*M.  each  day. 
In  1972  the  average  monthly  manufacturing  wage  of  Africans  was  about  $H2 
as  wmpared  with  an  average  monthly  manufacturing  wage  for  Whites  vi 
atH>ut  ¥482. 

During  the  past  12  years,  Soi;th  Africa  has  received  over  $125  million  In 
payments  under  the  Bugar  Act*  Since  1971  alone t  payments  have  amonufed  to 
over  $31  million.  Yet,  looking  at  the  socio-economic  policies  of  South  Africa^  it 
Is  easily  recognijsable  that  the  benefits  of  South  Africans  participation  in  ttis 
market  have  meant  inych  more  to  the  White  population  than  to  the  African 
commiinity. 

In  response  to  an  inquiry  from  my  office^  Assistant  Secretary  of  State  lor 
Cotigressionai  Relations,  Governor  Linwood  Holton,  wrote  me  on  April  12, 
ltJ74  stating : 

*  T.Jibor  costs  for  the  1G71/72  season  were  estimated  roughly  at  R1.57  per  ton 
of  cane  for  a  total  wage  bill  of  R26.4  million/  According  to  tiae  Sugar  Assoda- 
tion,  some  129.1)00  people  were  engaged  in  the  agricultural  side  of  the  industrj 
during  tlie  1971/72  season  of  whom  124,800  were  African,  Dividing  the  totiil 
wage  bill  by  a  constant  labor  force  of  129,000  for  a  9-month  cutting  season 
gives  an  average  wage  per  laborer  of  $22.77  per  month.  This  average  does  not, 
however,  convey  the  difference  betw€*en  the  wages  paid  by  the  larger  millers 
caitti  planters^  on  the  one  hand,  and  the  wages  paid  by  medium  to  small^f 
sijsed  growers  on  tlie  other.'' 

The  overwhelming  majority  of  sugar  workers  are  African.  They  numbered 
12<J,000  In  1973,  according  to  the  South  African  Sugar  Association.  Another 
4,7ri<V  are  Indian,  and  only  f>20  are  White. 

SASA  claims  that  fringe  lieneflts  account  for  an  average  Of  one-third  of  the 
currt^nt  wages  of  $2.64  per  day,  which  would  bring  wages  to  only  about  $2S  rt 
week.  The  Poverty  Datum  Line  •  for  the  Natal  area  is  $124  a  month,  according 
to  the  University  of  Port  Elizabeth  as  cited  by  the  South  African  Financial 
Gazette  for  June  30,  1973.  The  fact  that  sugar  cane  grow^ing  is  seasonal,  tar 
only  9-10  months  out  of  the  year,  further  underscores  the  oppressively  loff 
wage  level  of  sugar  workers. 

There  are  20  in  ills  that  engage  in  sugar  refining.  Thirteen  are  owned  by  pub- 
lic stock  companies.  Five  are  private  companies.  And,  two  are  cooperative.  The 
two  cooperatives  are  located  in  tie  Kwa  Zulu  Banttistan  and  are  the  only 
mills  in  which  Black  ownership  participation  is  possible.  These  mills  in  K^a 
Zulu  refined  about  9  percent  of  the  sugar  output  in  1973.  Of  the  over  20,000 
mill  workerst  11*750  are  Black ;  4,330  are  Indian ;  and  4,260  are  White.  Wages 
range  from  about  $91.11  monthly  to  $162.81  monthly. 

The  socio-economic  policies  of  South  Africa  are  indeed  blatantly  dlscrimlni- 
tory.  The  Boston  Sundaif  Glohe  of  March  17,  1974  in  an  article  on  South  Africa, 
pointed  out:  *'This  (apartheid)  is  the  most  obscene  treatment  of  one  race  by 
another  going  on  anywhere  in  the  world  today*  The  degree  to  which  Soaih 
Africa  has  had  to  become  a  police  state  in  order  to  maintain  apartheid  i& 
appalling.  There  Is  no  q\iestion  that  it's  completely  WTong.*'  In  vignettes  of 
daily  life  In  South  Africa,  the  paper  also  pointed  out  that: 

White  mine  workers  make  about  $745  a  month- — Blacks  doing  the  eaine 
job  make  about  $30  a  month ; 

Half  the  babies  bom  in  the  non- White  area  die  before  tliey  are  flTfi 
years  old; 

There  Is  virtually  no  White  unemployment — Black  unemployment  nation' 
ally  averages  about  30  percent ; 

When  a  town  or  city  lists  its  population,  it  does  not  include  non- Whites. 


i 


^  Rnnd   I   equals   11.4^. 

'  "Millers   cum    pltintrr?i**   rpfers   to  those  millers   of   Eiigur  cane  wiitt  also   grow  RJ^gos 
cant'. 

»  Th4*  poTprtT  datum  line  is  culrtilat^d  for  n  family  of  four.  The  PDL  represents  cur- 
rerit  liTerajje  cof^tii  of  A  set  list  of  basic  item»,  l.p„  fuel,  food,  rent,  epd  tratiBport*  It  fi' 
chulfK   ej4«^t*iitiftl   it<*ms  imeh   as  furniture,   ecJueatlonal  co^tw,  taxeii.  medical   ezpeDseA,  It 
doeifi   not  allow   for   hobbles,   cultunLl  nativities   or   ballcEajH,   In   no   respect   should   it  bs  / 
considered  a  human  wags. 
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Within  the  sugar  industry  itself,  there  are  equally  gross  inequities.  Of  the 
approximately  8,000  independent  sugar  growers,  about  4,400  are  Africans  con- 
centrated primarily  in  the  Kwa  Zulu  Bantustan  who  work  plots  of  up  to  only 
10  acres.  This  African-owned  land  totals  about  32,000  acres  having  a  value  of 
about  $276,000.  The  vast  majority  of  South  Africa's  800,000  acres  of  sugar 
cane  land,  however,  is  in  the  hands  of  the  approximately  2,000  White  growers. 
These  growers  own  520,877  acres,  and  in  1971/72  had  a  crop  valued  at  over 
$96  million. 

There  are  no  signs  that  this  pattern  is  changing.  The  South  African  Sugar 
Association  plans  to  alot  another  85,000  acres  of  land  for  sugar  cane  between 
1973  and  1975.  Of  this  about  10,000  acres  is  earmarked  for  Blacks  with  an- 
other approximately  6,000  acres  for  Indian  and  Colored  growers.  The  over- 
whelmingly larger  portion  of  60,000  acres  will  be  in  White  hands. 

Certainly  in  no  respect  does  South  Africa  meet  the  stipulation  of  this  cri- 
terion. Not  only  is  the  South  African  sugar  quota  unnecessary  and  a  violation 
of  the  Sugar  Act's  criteria,  but  its  legal  violation  of  human  rights  is  clear. 

When  I  visited  South  African  sugar  plantations  in  1971,  segregation  was 
evident  everywhere.  There  were  separate  pay  lines  for  Whites  and  Blacks,  and 
segregated  housing.  There  was  one  high  school  for  about  500  children. 

In  South  Africa,  economic,  social  and  political  discrimination  is  the  pro- 
claimed policy  of  the  government,  instituted  and  implemented  by  law — the  only 
country  in  the  world  where  this  is  done. 

Africans,  while  constituting  74  percent  of  the  population,  are  restricted  to 
less  than  13  percent  of  the  land.  Although  Whites  constitute  less  than  18  per- 
cent of  the  population,  they  receive  74  percent  of  the  country's  total  income, 
and  the  gap  between  White  and  non- White  incomes  is  still  growing. 

South  Africa  is  governed  by  an  all- White  parliament,  no  member  of  which 
represents  the  African  majority  because  Africans  are  disenfranchised.  The 
Bantustant  legislatures  set  up  under  the  "separate  development"  program  are  in 
effect  advisory  only,  and  accoimtable  to  the  White  parliament  and  government. 
Repressive  laws,  such  as  the  infamous  "Terrorism  Act,**  which  allows  in- 
definite detention  without  charge  or  trial,  and  the  banning  laws  which  permit 
the  executive  to  place  any  person  arbitrarily — even  a  person  found  innocent  by 
the  courts — under  indefinite  house  arrest  without  charge  or  trial,  are  used  to 
stifle  African  efforts  to  secure  a  political  franchise.  The  Institute  of  Race 
Relations  in  its  Annual  Survey  reports  85  persons  banned  in  1973. 

Apartheid  has  been  pronounced  by  the  United  Nations  as  a  "crime  against 
humanity,"  and  in  the  tyranny  and  subjugation  of  people  by  the  government 
of  South  Africa,  a  significant  potential  threat  to  world  peace  exists.  Thus,  the 
U.S.  Government  cannot  and  does  not  oflBcially  support  apartheid.  Support  of 
apartheid  is  in  violation  of  both  the  U.S.  Constitution  and  the  United  Nations 
-barter. 

In  summary,  I  urge  the  termination  of  the  South  African  sugar  quota  assign- 
oent.  Clearly,  South  Africa  does  not  need  the  premium  U.S.  market,  for  it  is 
leither  an  undeveloped  country  nor  is  it  without  alternative  markets  for  its 
ugar  cane.  In  fact,  relative  to  overall  sales  of  sugar,  the  United  States  rep- 
esents  an  insignificant  market  for  South  African  sugar.  Since  this  is  the  case, 
continued  quota  assignment  for  South  Africa  can  only  be  interpreted  by  an 
if r lean  continent  in  which  we  have  growing  interests  as  a  U.S.  political  com- 
mitment to  support  the  repression  of  Africans  in  South  Africa. 

U.S.  sugar  needs  can  be  more  than  adequately  met  by  the  independent, 
lajority-ruled  states  which  produce  sugar.  In  this  respect,  I  would  like  to 
riefly  look  at  sugar  and  its  relation  to  the  economies  of  these  independent 
lajority-ruled  states. 

MAXTBirrus 

The  sugar  industry  in  Mauritius  supplies  over  one-third  of  the  government 
avenues  of  that  nation.  It  employs  over  70,000  people  or  30  percent  of  the 
working  population.  With  213,766  acres  of  46.5  percent  of  the  total  land  area 
nder  sugar  cane  production,  it  is  truly  a  "sugar  island.*'  Forty-five  percent  of 
lis  land  is  owned  and  cultivated  by  independent  farmers  who  number  about 
0,000.  The  rest  is  owned  by  18  local  companies  and  one  overseas  company.  All 
ut  two  of  these  companies  are  public  companies  or  corporations. 

All  of  the  sugar  produced  on  the  island  becomes  the  property  of  the  Mauritius 
ugar  Syndicate,  a  non-profit  agency  which  markets  the  sugar  and  distributes 
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tbe  returns  from  nil  sales  after  df^ductlng  for  expenses,  taxes,  and  levies  to  all 
PToducers  and  millers  ijro  rate  to  their  share  in  the  production  of  sugarH 

This  structure  gives  workers  and  small  growers  in  the  sugar  economy  a  great 
stake  in  the  industry,  for  under  Mauritian  law,  growers  are  entitled  £a  a 
minimum  of  71  percent  of  the  value  of  the  sugar  recovered  from  their  cane. 

For  the  entire  nation  of  Mauritius^  sugar  is  crucial.  It  had  a  GNP  of  ^ 
millton  in  19T0.  Agricultural  exports  in  that  year  were  $65.9  million  ont  of 
total  exports  of  $69.2  million.  .Sugar  exports  accounted  for  ?^.l  mitlfon  or 
91  percent  of  the  value  of  all  exports.  Its  dependence  on  sugar  exports  is  tbe 
Mghest  in  the  world,  its  share  of  the  U.S.  market,  which  amounts  to  on]? 
3.8  percent  of  its  sugar  exiiorts,  is  one  of  the  lowest  in  the  world. 

The  Mauritian  performance  record  in  supplying  sugar  to  the  United  States 
demonstrates  great  reliabiiity  and  dependahiMty.  In  1973^  at  the  request  of  the 
U.S.  Department  of  Agriculture,  Mauritius  agreed  to  ship  the  whole  of  its 
quota  in  the  first  quarter  of  the  year.  In  Octoher  of  that  year,  when  addittonjil 
supplies  were  needed  by  the  United  States,  Mauritius  sent  us  13,745  tonSn 

The  Mauritius  sugar  industry  produced  over  838,000  tons  of  sugar  in  1913, 
and  under  a  new  five-year  development  program,  production  is  expected  to 
reach  one  million  tons  by  1980. 

Mauritius  has  asked  for  its  quota  to  he  increased  from  30,000  tons  tr^  ll)O,<)l)0 
tons  annually.  In  addition,  it  is  willing  to  set  aside  no  less  than  4  percent  of 
its  total  production  above  its  statutory  quota  as  a  reserve  for  the  U.S.  market 
if  this  quota  is  raised  to  100,000  tons. 

There  is  no  question  as  to  Mauritius'  need  for  the  U.S*  quota  as  a  dev^op- 
ing  agricultural  nation  with  no  knowTi  significant  mineral  resources,  Sngflf 
accounts  for  about  one- third  of  its  national  income. 

The  United  States  has  a  concrete  interest  In  Mauritius.  American  interesta 
own  50  percent  of  the  largest  industrial  facility  on  the  island — a  ferttlissr 
complex  which  supplies  all  of  the  agricultural  needs  of  Mauritius.  Further- 
more,  Texaco,  Inc.,  has  had  its  concession  to  explore  for  oil  in  an  &>0,tHi)0  lotlt" 
off'Shore  territory  renewed.  Duties  on  most  American  goods  have  heen  lowea^ 
from  10  to  30  percent. 

BWAzrtAm* 

Approximately  one-third  of  Swaziland's  exports  are  represented  by  sugar- 
nearly  $30  million  out  of  $98  million  worth  of  exports.  Thus,  these  ex|>orts  are 
of  vital  importance  to  the  Swaalland  economy. 

In  addition  to  meeting  its  quota,  Swaziland  furnished  1,360  additional  Urns 
of  sugar  to  the  United  States  in  1973  and  has  offered  7,500  additional  tons  in 
1974.  It  has  been  a  very  dependable  supplier  of  ^ugar  to  the  United  Statei^. 

Sixteen  percent  of  the  wage  earners  in  Swaziland  ore  employed  by  the  BUgar 
indufJtry.  These  f^.fiOO  persons  make  sugar  the  largest  single  employer  of  lab^tf 
in  the  countrj.  Over  50,000  persons  or  about  one-tenth  of  the  population  de- 
pend in  whole  or  in  part  on  the  sugar  industry  for  their  livelihood,  aceordlBH 
to  the  Swaziland  Sugar  Industry* 

Sugar  cane  accounts  for  35,580  acres  or  about  42*5  percent  of  the  total  are* 
of  cropland  and  is  the  most  Important  crop  grown  in  Swaziland. 

WageK  in  the  indui?itry  are  good  according  to  the  USD  A  and  compare  fivor- 
ahly  with  those  in  any  other  sugar  area  of  southern  Africa.  Additioaally^ 
supplementary  benefits  such  as  free  housing,  rations,  medical  care,  and  edm*- 
tional  and  recreational  facilities  are  provided. 

About  S  years  ago,  a  progranv  was  initiated  to  bring  indivtdtial  Swazis  onto 
small  land  holdings  as  private  farmers.  There  are  currently  233  of  such  smaW 
farms  ranging  from  6  to  12  acres  each.  By  1978  it  is  anticipated  that  tMa  aniu- 
her  will  double* 

Many  Swaais  are  working  as  skilled  workers  in  the  two  sugar  mills  as  well 
as  the  sugar  cane  fields.  They  wort  as  lathe  operators,  welder*^,  sugar  pan 
operators,  tractor  drivers,  and  mechanical  harvester  operators.  Thus.  witliSn 
thf*  sugar  industry,  Africans  in  Swaziland  in  contrast  to  those  in  South  Africa 
are  acquiring  a  body  of  skills  meaningful  for  national  development 

Virtually  surrounded  hy  South  Africa  with  many  economic  ties  to  that  natinn, 
the  Swazi  Government,  nevertheless,  finds  the  racial  policies  of  South  Africi 
unacceptable.  The  U.S*  Government  has  a  pronounced  policy  of  using  Botswanfti 
Swaziland,  and  I-^sotho  as  alternatives  to  investment  in  South  Africa. 
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In  1971,  in  testimony  before  the  Subcommittee  on  Africa,  Harold  B.  Scott, 
Deputy  Assistant  Secretary  and  Director,  Boreaa  of  International  Commerce, 
Department  of  Commerce,  stated  that  '"potential  U.S.  investors  in  South  Africa 
are  alerted  to  the  investment  possibilities  in  the  BLS  countries — Botswana, 
Lesotho,  and  Swaziland — and  encouraged  to  investigate  how  these  countries 
might  fit  into  the  firm's  plans  before  becoming  irrevocably  committed  to  South 
Africa." 

In  further  testimony  he  stated,  *'We  in  the  Department  of  Commerce  feel 
tiiat  it  is  undesirable  for  us  to  engage  in  U.S.  Gov^mmait-i^Mmsored  promo- 
tional activities  in  this  particular  area  (South  Africa).*' 

If  this  is  the  direction  in  which  the  United  States  €k>vemment  is  oicourag- 
mg  American  businesses  to  move,  how,  we  might  ask,  can  the  government  itself 
continue  to  provide  an  unnecessary  subsidy  for  South  African  sugar? 

In  1971,  among  55  recommendations  on  U.S.  policy  towards  Africa  as  a  result 
of  an  Africa  Subcommittee  study  mission,  I  urged : 

48.  That  the  United  States  (1)  place  increased  emphasis  on  the  majority- 
ruled  states  of  southern  Africa,  particularly  through  economic  and  technical 
assistance  and  educational  and  cultural  programs,  and  (2)  assist  their  efforts 
to  resist  South  African  domination. 

49.  That  the  United  States  should  encourage  and  assist  feasibility  studies 
into  the  mineral  resources  of  the  majority-ruled  countries  of  southern  Africa 
in  order  to  lessen  the  dependence  of  those  countries  on  South  Africa. 

Positive  consideration  of  Swaziland's  request  for  an  increase  of  its  quota  by 
15,000  tons  can  be  a  concrete  manifestation  of  U.S.  commitment  to  urging 
corporate  investigation  of  investmoit  possibilities  in  the  BLS  countries  as 
alternatives  to  South  African  investment 

MALAWI 

For  Malawi,  sugar  is  a  new  industry.  It  has  been  marked  by  steady  growth. 
Trom  a  production  of  54,000  tons  in  1973,  current  plans  aje  to  produce  nearly 
200,000  tons  in  1979.  In  1973,  14,000  acres  out  of  300,000  acres  being  cultivated 
for  major  cash  crops  were  used  for  sugar.  About  4,000  people  are  employed  by 
:he  industry. 

Sugar  exports  to  the  United  States  accounted  for  over  4  percent  of  Malawi's 
otal  exports  and  accounted  for  nearly  $3.1  million  in  foreign  exchange.  Since 
^lalawi  has  no  other  special  arrangements  other  than  the  U.S.  quota  assign- 
uents,  the  success  of  its  fledgling  sugar  industry  depends  significantly  upon 
he  United  States. 

Although  Malawi  had  no  quota  in  1972,  in  1973  it  fulfilled  its  quota  of  15,000 
ons,  plus  sent  a  small  additional  amount  late  in  the  year.  By  1975,  Malawi 
expects  to  produce  111,000  tons  of  sugar.  Additionally,  on  Lake  Malawi  in  the 
3wangwa  Delta,  15,000  acres  devoted  to  estate  development  and  10,000  acres 
or  small  growers  will  be  developed.  There,  20,000  tons  of  sugar  will  be  pro- 
iuced  in  1977,  40,000  tons  in  197^  and  88,000  tons  in  1979.  Total  production  in 
Malawi  will  increase  from  86,000  tons  to  196,000  tons  from  1975  to  1979. 

Sugar  production  in  Malawi  is  currently  carried  out  by  the  privately-owned 
Sugar  Corporation  of  Malawi  (SUCOMAK  The  lower  Shire  Valley  where  the 
5I7COMA  estate  is  located  has  been  one  of  the  poorest  and  most  densely  popu- 
ated  areas  in  Malawi.  Before  sugar  production,  there  was  virtually  total  un- 
jmployment.  Production  and  distribution  of  sugar  now  employs  over  7,000 
)eople. 

The  Malawi  economy  is  based  primarily  oa  agriculture  since  it  is  without 
significant  mineral  resources  and  large-scale  manufacturing  enterprises.  Sugar 
) reduction  represents  an  important  example  of  the  type  of  development  that 
ihould  be  encouraged  if  the  country  is  to  achieve  economic  self-reliance.  Sugar 
•epresents  a  significant  addition  to  Malawi's  exports,  and  sales  to  the  United 
>tates  are  the  most  crucial  element  in  this  new  production  capacity. 

The  Malawi  Government  has  pointed  out  that  the  existing  quota  of  15,000 
ons  is  "directly  responsible  for  expansion  of  the  Malawi  sugar  program  from 
ne  designed  to  meet  domestic  requirements  in  1971,  to  one  which  accounted 
or  4.1  percent  of  Malawi's  export  revenues  in  1973."  It  has  now  asked  for  an 
icrease  from  15,000  tons  to  30,000  tons.  As  the  economic  feasibility  of  sugar 
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priKluction  is  linked  to  production  for  an  export  market^  we  strongly  sappyrt 
this  request. 

IIALAGABY  REPUBLIC 

MalagHEjy  has  struck  out  on  its  own.  A  former  Frencli  colony,  It  bas  left  tLe 
"Franc  zone"  losing  a  number  of  financial  and  commercial  preferences.  It  Jias 
not  been  permitted  to  export  any  sugar  to  France  or  to  the  common  market 
since  1969. 

Although  its  tl.S,  quota  of  about  12,000  tons  is  small,  the  resulting  foreign 
exchange  earned  is  important  to  its  struggling  economy.  It  would  like  a  mini- 
mum annual  quota  of  16,000  tons  which  would  enable  it  to  make  shipments  in 
more  economically  si^d  cargo  lots.  Although  this  increase  is  small  to  its 
developing  economy,  it  would  be  significant. 

8ugar  is  one  of  the  five  main  crops  that  make  up  the  country's  exports.  In 
1972,  sugar  exports  brought  $5.8  million  in  revenue. 

The  indnstry  employs  about:  9,000  people.  While  thia  may  seem  small  given 
a  total  population  of  8  million  people,  most  of  the  population  is  living  off  the 
land  and  this  industry,  therefore,  is  one  of  the  important  sources  of  wfige 
employment. 

CONCLUSIO:^ 

Racial  oppression  in  southern  Africa  is  of  major  concern  to  indepeudentt 
pkajority-ruled  Africa*  U.S.  support  (direct  or  indirect)  for  continued  Wliite 
iilnority  rule  of  southern  Africa  danmges  and  threatens  to  permanently  destroy 
positive  and  progressive  U.S.  relations  with  Africa. 

The  dramatic  expansion  of  armed  struggle  in  Southern  Rhodesia ;  the  grow- 
ing successes  of  armed  liberation  movements  in  Mozambique,  Angola,  and 
Guinea-Bissau;  and  increased  African  political  activity  in  Sottth  Africa  today 
are  all  indicators  that  the  status  quo  will  not  be  long  maintained  ia  these 
white  minority -ruled  areas.  As  the  southern  Africa  struggle  in  tens!  lies,  where 
we  stand,  in  concrete  terms,  is  increasingly  asked  by  independent  Africa. 

Just  this  montii,  Portugal,  Africa's  last  major  colonial  power,  has  felt  tlie 
impact  of  the  rapidly  changing  situation  in  southern  Africa.  Although  it  is  yet 
unclear  as  to  the  meaning  of  the  change  of  government  in  terms  of  the  inde- 
pendence of  Portugars  African  territories,  at  least  some  of  the  newly  emergent 
political  voices  in  Portugal  are  calling  for  an  end  to  the  obdurate  insistence 
on  maintaining  the  same  colonial  relationships  with  Africa* 

In  neither  political  nor  economic  terms  can  the  United  States  continue  to  !►? 
insensitive  to  Africa's  concerns.  Africa  will  evaluate  us  in  terms  of  what  we 
do  as  opposed  to  w^hat  we  say.  Unnecessary  commitments,  such  as  our  commit- 
ment; to  purchase  South  African  sugar  in  the  face  of  the  overwhelming  capadtj 
of  the  independent  majority -ruled  African  states  to  more  than  supply  our  needs 
from  Africa,  and  in  light  of  South  Africa's  dear  violations  of  many  of  our  Q^ 
criteria  for  quotas,  must  be  reversed. 

If,  as  a  nation,  we  are  sincerely  committed  to  assisting  in  the  economic  de* 
velopment  of  African  nations,  then  we  must  understand  that  these  nations  are 
not  interested  in  forever  soliciting  grants-in-aid  from  the  United  States.  Fair 
and  etiultable  trading  relations  must  be  at  the  center  of  U,S,  involyement  witb 
African  economic  development.  The  sugar  quota  is  one  arena  within  whicb  to 
engage  in  this. 

The  independent  African  countries  that  have  sugar  quota  assignments  have 
asked  for  quota  increases  that  total  ltM,000  tons,  which  more  than  adequately 
compensates  for  the  loss  of  the  60,000  tons  of  sugar  that  South  Africa  is  €nr- 
tently  assigned.  South  Africa  is  requesting  an  increase  of  15,000  tons  for  whicli 
%be  tremendous  capacity  of  the  independent  sugar-producing  African  states 
inore  than  compensates.  The  75*000  tons  of  sugar  whicli  South  Africa  wishes  to 
export  to  the  IJnited  States  can  easily  and  effectively  be  distributed  among  the 
independent  African  states  where  it  will  be  meaningful  both  in  terms  of  the 
economies  of  these  states,  and  in  terms  of  the  expressed  U.S.  commitnient  to 
an  equitable  relationship  with  independent  Africa  in  economic  derelopment  aad 
political  accord. 
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EXHIBIT  A.-ARRIVAL  DATES  OF  SASA  SUGAR  IN  1972  AND  1973-CALCUUTION  OF  THE  "LOSS"  INCURRED 


Date  sold 

Vessel 

Outturns 
short  tons.    Date  of 
raw  value    arrival 

U.S.  spot 

price  average 

for  month 

of  arrival 

World  spot 

price  average 

for  month 

of  arrival 

Differential 
computfldtry 

972: 

Dec.  10, 1971.... 
Dae.  22, 1971.... 
Jan.  4 

.  Neptune 

do 

..  Dona  Ourania. 
.  KavoDelfini.. 
do 

..  Kythnos 

.  Antiochia 

do 

..  Nautica 

..  Dimitris 

17.063    Jan.  19.1972 

11,470 do 

13,623    Feb.  11.1972 
9.356    Feb.  27,1972 
8.144 do 

59,656 

$9.10 
9.10 
9.02 
9.02 
9.02 

$8.25 
8.25 
8.63 
8.63 
8.63 

-.66 

Feb.  14 

Feb.  16 

-.66 
-.66 

Total  in  STRV 

-2.40 

1973: 

Feb.  6 

Do 

Feb.  7 

Apr.  11 

Nov.  8 

24.533    Mar.    1,1973 
12.302    Feb.  23,1973 

8.696 do 

15.112    Apr.  30.1973 
13,892    Dec.    8.1973 

9.45 
9.14 
9.14 
9.65 
11.34 

8.89 
9.06 
9.06 
9.06 
11.83 

-.75 
-1.20 
-1.20 

-.72 
-2.01 

Total  In  STRV. 

74,535 

-5.88 

-8,765,316.00 

XHIBIT  B.-CORRECTED  CALCULATION  OF  "LOSS"  INCURRED  BY  SASA  SUGAR  SHIPMENTS  IN  1972  TO  1973 

Vessel 

Outturn, 
short  tons,    Date  of 
raw  value    arrival 

byUSDA 

"Loss"  of 
each  shipment 

Date  sold 

Per  pound 

Per  ton 

972: 

Dec.  10,1971.... 
Dec.  22, 1971.... 

Jan.  4 

Feb.  14 

Feb.  16 

..  Neptune 

do 

..  Dona  Ourania. 
..  KavoDelfini.. 
do 

..  Kythnos 

..  Antiochia 

do 

..  Nautica 

..  Dimitris 

17,063    Jan.  19,  1972 

11,470 do 

13.632    Feb.  11, 1972 
9.356    Feb.  27, 1972 
8.144 do 

59, 656 

-.66 
-.66 
-.66 

-$4.20 
-4.20 
-13.20 
-13.20 
-13.20 

$71,664.60 
48,174.00 
179,823.60 
123.499.20 
107,500.80 

TotalinSTRV 

Total' 

'loss" 

530. 662. 20 

24,533    Mar.  1.1973 
12.302    Feb.  23, 1973 

8,696 do 

15,112    Apr.  30, 1973 
13.892    Dec  8,  1973 

74,535 

1973: 

Feb.  6 

Do 

Feb.  7 

Apr.  11 

Nov.  8 

-.75 
-1.20 
-1.20 

-.72 
-2.01 

-15.00 
-24.00 
-24. 00 
-14.40 
-40.20 

367,995.00 
295,248.00 
208,704.00 
217.612.80 
558,458.40 

TotalinSTRV. 

Total' 

loss" 

1. 648. 018. 20 

Prepared  by  Edgar 

Lockwood,  Director,  Washington  Office  on  Africa. 

Statement  of  Hon. 


William  D.  Ford,  a  Representative  in  Congress  From 
THE  State  of  Michigan 


Mr.  Chairman  and  members  of  the  Committee,  thank  you  for  providing  me 
with  this  opportunity  to  present  my  testimony  to  you.  I  would  lilte  to  direct 
my  comments  to  the  Equitable  Benefits  Amendments  which  I  have  introduced 
for  the  purpose  of  amending  H.R.  12525,  the  bill  now  before  you.  The  Equitable 
Benefits  Amendments  would  provide  additional  and  urgently  needed  protection 
for  sugar  workers. 

For  nearly  forty  years,  the  Sugar  Act  has  provided  the  producers  of  American 
sugar  a  reasonable  profit.  The  Act  has  also  succeeded  in  providing  the  American 
consumer  with  a  steady,  adequate  supply  of  sugar  at  a  reasonable  cost.  To 
these  ends,  the  Sugar  Act  has  been  successful. 

However,  as  Chairman  of  the  House  Subcommittee  on  Agricultural  Labor,  a 
considerable  amount  of  evidence  has  been  brought  to  my  attention  which  in- 
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dicates  that  sugar  workers,  who  Congress  also  intended  to  benefit  frora  the 
Sugar  AeU  are  not  sharing  equitahly  in  the  heneJitB  it  provides.  For  instance^ 
there  are  instances  where  farmworkers  may  earn  only  fifty  cents  an  hour 
clearing  an  acre  of  sugar  beets  on  a  piece  rate  basis  because  the  Secretary  of 
Agdcultnre  has  repeatedly  refused  to  promulgate  a  regulation  which  provides 
for  a  minimum  hourly  base  wage  rate  for  sugar  beet  workers  who  labor  in 
piece  rate  operations. 

Despite  the  fact  that  the  average  hourly  wage  for  sugar  workers  in  LouiBiaiia 
Is  currently  $2,[K>  per  hour,  the  average  annual  income  of  the  state's  15t(MK) 
sugar  workers  is  $3, ODD — an  annual  income  far  below  the  govemment- 
estabiished  poverty  line.  Although  the  hourly  wage  for  sugar  workers  has  In- 
creased since  197 Q,  the  amount  of  work  available  has  decreased  from  an  aver- 
age of  1.756  hours  in  1970  to  l,5tM)  hours  In  1973. 

Under  tlie  existing  legislation,  America's  sugar  workers  can  expect  no  relief. 
While  the  Sooretary  of  Agriculture  has  a  statutory  responsibility  to  determine 
a  '*fair  and  reasonable  wage,"  the  Department  of  Agriculture  has  failed  to 
establish  procedures  w^hereby  producers  are  compelled  to  pay  a  fair  and  reascm- 
able  wage.  True,  the  Department  of  Agricultiire  holds  annual  wage  deterxoina- 
tion  hearings  around  the  country.  How^ever,  fr<jm  the  workers'  stiindpoint, 
exiierience  has  shown  that  these  hearhigs  are  ineifective.  Producers  are  well 
organized  for  the  hearings  in  terms  of  researcii,  presentation  and  argumenta* 
tion,  but  sugar  workers^  because  they  are  not  organized,  have  not.  bad  the 
opportunity  to  be  as  well  prepared  and  represented. 

Generally  speaking,  the  Sugar  Division  which  c*)nduets  the  hearings  and 
makes  wage  recommendations  to  the  Secretary  of  Agriculture  is  composed  of 
pe<"»pie  who  have  spent  a  lifetime  working  for  sugar  industry  groups  or  with 
the  sugar  industry  and  who  have  a  self-interest  in  keeping  sugar  w^orker  wa^es 
low.  Some  coiae  from  the  sugar  industry,  others  go  to  w^ork  for  ttie  industry 
after  they  leave  the  Sugar  Division.  Existing  legislation  cannot  adequately 
asiisure  America's  sugar  workers  of  a  fair  and  reasonable  wage. 

Wages  are  by  no  mesins  the  only  deficiencies  in  the  worker  provisions  of  the 
Sugar  Act.  Housing  is  often  decrepit  shacks,  many  without  running  water  and 
indoor  plumbing.  Sugar  workers  are  exempt  from  unemployment  and  work- 
men's compensation  laws — they  generally  have  no  insurance  coverage  for  healtU 
and  no  accident  insurance.  There  la  no  mechanisju  for  resolving  disputes  be- 
tween workers  and  growers  which  is  not  grower  determined.  There  are  nu 
safeguards  against  retaliation. 

These  inequities  have  motivated  my  Introduction  of  the  Etiuit-able  Benefits 
Amendments.  As  you  know,  American  producers  receive  a  direct  subsidy 
approaching  ?90  million  a  year.  It  Is  unconscionable  for  the  Congress  to  c<)ii' 
tinue  this  massive  subsidy  to  America*s  growers  while  the  hard- working  people 
who  plant  and  harvest  America's  sugar  crop  languish  in  poverty  liecause  the 
present  law  does  not  provide  them  with  adequate  protection.  The  Equitable 
Benefits  Amendments  are  designed  to  correct  this  weakness  in  the  present  taw. 
and  I  hope  that  this  Committee  will  give  my  proposal  its  most  serious  aud 
favoral>le  consideration. 

As  President  Franklin  D.  Roosevelt  told  the  Congress  almost  four  decades 
ago,  '*If  the  sugar  industry  is  to  receive  the  benefits  of  the  quota  system,  then 
It  ought  to  be  a  good  employer*'*  The  purpose  of  my  proposal  is  to  ensure  that 
the  sugar  industry  will  indeed  be  that  '*good  employer"  that  President  Roose- 
velt envisioned. 

Once  again  J  thank  you  for  the  opportunity  to  prejient  my  comments  to  thia 
Committee. 


I 


Statement   of   Hon.    Obvai.   Hansen*   a   Representative   in   Cokgeess   Fkoh 

THE  State  or  Idaho 

Mr.  Chairman  and  members  of  the  Cbmmlttee,  I  conunend  you  and  the  Com- 
mittee for  scheduling  these  hearings  and  for  the  early  attention  you  liav^ 
given  to  legislation  to  extend  the  Sugar  Act.  1  am  grateful  for  the  opportunity 
to  present  my  views  on  the  subject. 

Idaho  ranks  second  in  the  nation  in  the  production  of  sugar  beets.  The  lieet 
industry  is  an  important  element  in  the  State's  economy.  Many  of  my  cofi- 
stltuents — including  beet  growers,  processors  and  others  who  are  directly  of 
indirectly  affected^ — have  expressed  concern  to  me  about  the  future  of  the 
^_      domestic  sugar  industry.  _ 
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I  wiU  Mtttmpt  to -MMiem  two  BMdnpaliits:  Should  wo' cdd^teiT^flA  eoatutt 
the  Sugar  Act?  And,  if  so,  how  can  we  huUd  into  it  the  necessary  ianMXffSk, 
to  maintain  and  expand -a-  stvong  and^i^goroott  Obtneitic  Mgar  liidinttyt''^  -  ^ 

Most  interested  aad  lufonned  iiUOvkhials  wlil  agf«e  thatttie  SUgat  mbim 
worked  exceedteglr  welt  'Although  the  Act  ha*  b^aa  v^-Mittcted  and  citaKQfel 
many  times,  tiie  basie  sotls  and  olijectirai  haVe  MnainM  easentiaU^  CUetifiUrS 
they  are:    '  ■    •  .;  '■■'■  -'  '■'"*> 

1.  To  assure  oonrameni  of  adegdate  sappUes -of  im»x  at  rcasonabSB  prleeiL  '• 

2.  To  maintain  the  domestie  ^ngar  indakry^ 

8.  To  promote  the  ei^ort  trade  of  tiie  United  States. 

Tlie  obJectiTes  haTe  bfe^  aahstaatiaily. achieved.  Tlieeoiisitmer  hati  hem- f^ 
Tided  with  adeqiiate  supplies  of  49agac  ait  reasonabte  prtoes.  Yes,  sugar  ^pAem, 
have  risen  this  past  year  ibut  at  only  a  fiantioBxif  tfaeeate  at  which  othe^  fHod' 
prices  tia^e  increased.  '    " 

The  Act  has  fostered  and  nourished  a  strong,  ttable  domestic  industry,  em- 
ploying  thousands  of  people.  This  developmmt  has  precluded  this  natiMl'#  un- 
due d^>endence  on  foreign  sources.  American  farmers  iiaT«e  had' a  dependable 
market  for  sugar  and  an  impoTtMoA  source  of  income.' 

The  Act  lias  encouraged  oommunicatioin  and  cooperation  with  foraign  gorem* 
ments  which  has  carried  orer  into  other  areiis  of  trade,  thus  enhancing  better 
international  trading  relationships.  Some  hsTe  wondered  what  w(mld  happen 
if  the  "world  price"  ever  exceeded  our  domestic  price.  As  you  knoW,  the  "world 
price''  recently  has  been  substantially  higher  but  the  performaaoe  of  our  sup^ 
pliers  has  be^i  good.  There  is  no  indication  of  mxpplierB  inlentiottally  seUlng 
on  the  "world  market''  at  the  expense  of  their  oWgations  under  the  Sugar 
Act.  It  appearsH- to  the  Act's  credit— that  tbese  foreign  co— itries  will  continue 
to  value  this  guarantee  of  a  rrtatively  stable  and  remunerative  market  for 
sugar. 

One  more  point  should  i>e  made  regarding  the  cost  of  this  program  to  the 
U.S.  taxpay^.  As  you  know,  the  U.S.  Government  guarantees  growers  mini- 
mum conditional  paym^its  to  ensure  their  adherence  to  oertain  reguirementa. 
These  payments  are  scaled  down  as  production  increases,  making  the  sugar 
program  probably  the  only 'one  that  penalises  bigness.  These  paym^its  are 
financed  by  a  tax  on  all  sugar  scdd  in  the  U.S.,  including  imported  sugar.  It  is 
estimated  that  collections  of  this  tax  by  the  Treasury  over  the  last  forty  years 
have  exceeded  all  program  expauUtures,  induding  administration  costs,  by 
more  than  $600  million.  Simidy  put,  the  iMrogram  is  making  a  profit  I 

For  these  reasons,  Mr.  Chairman,  I  believe  it  is  <dear  that  the  Sugar  Act  has 
done  its  job  and  deserves  renewal.  When  something  operates  this  well,  I  see 
little  justification  in  advocating  a  radically  differeait  approadi. 

How,  then,  should  the  Sugar  Act  be  modified  to  meet  a  situation  that  has 
the  potential  of  seriously  damaging  our  domestic  sugar  industry. 

The  problem,  essentially,  is  that  income  from  many  competing  crops  has  in- 
creased at  a  much  faster  rate,  thus  -eneeuraging  sugar  beet  growers  to  divert 
land  to  the  production  of  these  other  crops.  Some  evidence  of  this  has  already 
been  seen.  In  Idaho,  for  example,  sugar  beet  production  increased  about  elev^i 
percent  from  1071  to  1972  but  deoreased  approximately  eighteen  percent  from 
1972  to  1973.  The  reason :  farmers  shifted  to  production  of  wheat,  potatoes  and 
other  crops  to  take  advantage  of  the  higher  prices  being  paid  for  those  crops. 
If  this  trend  continues  and  sugar  beet  acreage  continues  to  decline,  the  sugar 
processing  plants  will  close.  While  it  may  not  be  too  diflcult  to  increase  sugar 
beet  acreage  the  processing  plants  present  a  much  more  serious  problmn.  Once 
shut  down,  the  costs  and  time  required  to  reopen  sugar  factories  may  be  pro- 
hibitive. With  high  interest  rates,  limited  financing  and  Inflated  costs,  the 
probability  of  reopening  these  plants  is  not  high. 

I  believe  we  can  agree  on  the  desirability  of  maintaining  a  strong  domestic 
sugar  industry  with  sugar  beets  as  a  major  component.  The  alternative  would 
be  increased  dependence  on  foreign  supplies — at  a  time  ^Hien  world  sugar 
consumption  is  outstripping  world  production— with  tide  possibility  <tf  price 
gouging,  shortages  and  econonilc  disruption. 

Consider  for  a  moment  the  problems  our  country  is  curr^atly  fSacing  because 
of  the  necessity  of  importing  energy  resources  at  rising  costs  and  of  belatedly 
trying  to  develop  greater  domestic  energy  sonrcea  We  already  have  a  domestie 
sugar  capability.  Let  us  strive  to  keep  it  strong  and  to  build  on  it  to  avoid  the 
problems  we  see  in  the  energy  industries. 

How,  then,  can  we  reverse  this  trend  toward  lower  sugar  beet  production? 
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Three  i^oursee  of  action  can  provide  the  necessaT7  incenUFes  to  sugar  beet 
growers : 

First,  the  Act  should  be  extended  for  five  years.  Expansion  of  production 
requires  a  mucb  greater  investment  in  facllitieB  than  expansion  of  other  cropa. 
Therefore,  there  must  be  an  assured  market  for  at  least  fire  years  in  order  to 
induce  producers  to  maJs:©  the  decision  to  expand.  Anything  less  will  create' 
doubts  and  uncertainties  about  future  markets  and  decisions  will  be  deferred* 
A  five  year  extension  would  be  a  dear  signal  to  all  concerned  that  the  Congreaa 
intends  continued  support  for  a  stable  and  strong  domestic  Industry* 

Sei^ond,  the  sugar  beet  area  quota  should  be  increased,  again  si^aling  that 
domestic  expansion  is  desired  and  will  he  encouraged.  This,  as  well  as  lncr(?^a« 
ing  quotas  for  mainland  cane,  will  hopefully  preclude  the  need  to  import  more 
sugar  when  domestic  producers  can — and  should — fill  this  need.  With  con* 
sumption  continuing  to  exceed  production,  this  additional  incentive  to  domeatie 
producers  seems  prudent  and  necessary. 

Third,  the  price  corridor  concept  that  came  into  the  Sugar  Act  in  WlX 
should  he  eliminated  and  replaced  by  a  price  objective  concept.  The  Secretary 
would  be  required  to  administer  the  prop^m  in  such  a  way  as  to  attain  thii 
price  objective.  The  present  price  objective  is  calculated  by  multiplying  thu 
average  raw  siijrar  price  in  l&iinT  b.v  the  current  aA^erage  of  tJie  wholesale  pric 
index  and  the  index  of  "prices  paid  by  farmers'-  (1967=^100),  Thiisi  lias  work  erf 
fajrly  well.  I  belie v^e,  however,  that  we  should  add  some  flexibility  and  then 
fore  iuf^entive  liy  allowing  the  use  of  the  higher  of  the  pregent  formula  or  on 
that  lit^s  the  price  ol)jective»  in  the  same  way.  to  the  index  of  "prices  receive 
by  farmers  for  farm  products"  (1967=^1001.  This  alternate  formula  would  oni| 
come  into  play  in  umisual  years  when  prices  of  competitive  crops  are  extraordi<! 
narily  high  as  they  are  now.  Over  the  last  twenty  years,  this  alternate  formula 
would  have  only  been  higher  than  the  present  formula  once,  for  the  period  from 
the  summer  of  1972  to  the  present.  This  added  fleidbility  would  encourage 
sugar  beet  growers  to  continue  planting  sugar  beets  in  the  normal  rotation 
with  other  crops  in  years  when  it  might  seem  especially  profitable  for  the 
grower  to  switch  to  another  crop. 

In  smnmary.  it  is  abundantly  clear  that  world  sugar  consumption  continufa 
to  exceed  world  sugar  production.  This  shift  in  supply  and  demand  haa  re- 
sulted In  higher  prices.  Foreign  suppliers  are  coming  under  increased  pressure 
to  sell  to  other  markets,  causing  possible  sugar  shortages  in  this  country. 

The  solution  is  clear :  to  maintain  and  expand  a  strong  and  vigorous  domestic 
producing  capability  by  building  needed  incentives  and  assurances  into  the  sys- 
tem. I  recommend  extending  the  Sngar  Act  for  five  years,  increasing  r|uotas 
for  sugar  t>eetB  and  domestic  cane,  and  adding  flexibility  to  the  price  objective. 
These  actions  must  he  taken  now  if  we  are  to  avoid  serious  economic  problems 
in  the  future. 

Thank  you.  | 

Statement  op  David  J.  STErNBERG,  ExEOUTtvE  Dibector,  Committee  foh  a 
National  Traoe  Poi-icy,  Ino, 

The  Committee  for  a  National  Trade  Policy »  for  more  than  20  years  a  leading 
advocate  of  a  freer  world  economy,  is  a  broadly-based  organiKation  stipp'irtefl 
by  businesses  large  and  small,  by  trade  asisociations,  and  by  individuals  as 
citizens  and  consumers.  We  do  not  speak  for  any  speciaL  interest  Involved  tii 
any  asi>ect  of  sugar  policy,  or  for  any  other  special  interest.  Our  sole  pun'<^ 
is  to  promote  what  we  regard  as  the  total  national  Interest  with  respect  t<J 
international  trade  and  investment. 

We  snl>niit  the  following  views  in  opposition  to  H.R,  12525,  a  bill  continaing 
tlie  U.S.  sugar  control  program,  including  Import  quotas,  for  5  years  (twin 
December  31,  19 T4  to  December  31,  1979).  We  recommend  a  one-year  exten- 
sion ^  and  use  of  this  period  to  determine  the  best  way  to  (1)  remove  import 
controls,  C2)  terminate  support  prices*  and  (3)  achieve  effective  domestic  ad- 
justment to  these  contingencies.  We  also  urge  repeal  of  the  candy  Import  quoins 
that  were  attached  to  the  1971  sugar  legislation. 

Complete  reassessment  and  reorganization  of  our  sugar  policy  is  a  trafle 
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policy  reform  whose  time  has  come.  Adequate  time  should  be  provided  for 
careful  consideration  of  such  a  policy  change.  A  one-year  extension  of  the  pres- 
ent program  would  provide  ample  opportunity.  Exploration  of  such  reform 
might  be  made  by  a  special  interagency  committee,  assisted  by  an  outside 
group  consisting  of  technicians  dedicated  to  the  overall  public  interest,  in 
addition  to  spokesmen  for  the  affected  commercial  interests.  The  results  would 
of  course  be  subject  to  review  and  action  by  the  Administration  and  Congress. 

This  reform  is  necessary  in  the  interest  of  the  American  consumer,  and  also 
in  the  interest  of  the  freer-trade  objective  to  which  our  country  should  be  de- 
liberately and  consistently  committed. 

We  cannot  overemphasize  our  concern  with  the  adjustment  problems  of  pro- 
ducers at  home  and  abroad,  or  with  the  price  stabilization  problems  many 
developing  countries  experience  in  the  raw  materials  field  and  which  may  once 
again  affect  sugar,  notwithstanding  the  current  shortage.  The  financial  and 
development  problems  and  needs  of  all  these  producers  deserve  the  closest  and 
most  constructive  attention.  We  believe  that  adequate  income  stabilization  pro- 
grams by  the  International  Monetary  Fund,  and  adequate  development  pro- 
grams by  the  World  Bank  and  other  institutions,  are  necessary  to  cope  with 
the  adjustment  problems  of  developing  countries  greatly  dependent  upon  ex- 
ports of  sugar  and  likely  to  have  difficulty  adapting  to  a  freer  world  market. 
In  addition,  changes  in  U.S.  sugar  policy  should  be  coordinated  with  the  future 
course  of  the  various  agreements  that  currently  have  an  important  bearing  on 
world  sugar  production  and  trade. 

In  our  view,  continuation  of  the  old  program  without  provision  for  overhaul 
along  free-market  lines  would  not  be  in  the  overall  national  interest.  It  would 
be  policy  inertia,  continuing  a  program  that  is  costly  to  the  American  consumer 
and  is  not  aimed  at  up-grading  the  skills  and  incomes  of  workers  currently 
engaged  in  this  kind  of  production. 

This  statement  does  not  purport  to  comment  on  the  country  quotas  and  tax 
aspects  of  U.S.  sugar  policy — only  on  the  need  to  take  a  major  first  step  toward 
planning  for  the  least  restrictive  import  policy  in  this  commodity.  Our  CV)m- 
mittee's  definitive  advocacy  of  free  trade  as  a  goal  does  not  preclude  recognition 
that  import  controls  may  continue  to  be  necessary  for  a  time  even  under  the 
reforms  we  are  advocating.  They  may  be  necessary  to  buy  time  for  the  new 
policy  to  take  effect.  But  such  controls,  for  as  long  as  they  are  continued, 
should  not  take  the  form  of  coimtry  quotas  set  by  act  of  Congress.  If  country 
quotas  are  applied,  they  should  be  set  by  the  Administration  in  accordance  with 
criteria  established  by  Congress.  The  alternative  of  an  overall  global  quota, 
administered  through  competitive  bidding  or  other  devices,  deserves  attention. 
But,  in  any  case,  import  controls  considered  essential  should  be  only  temporary, 
marginal  measures  of  a  coherent,  halanced  sugar  policy  aimed  at  dismantling 
import  restrictions  and  achieving  goals  that  adequately  advance  the  overall 
public  interest  in  every  way. 

As  objectionable  as  it  has  been,  U.S.  sugar  policy  was  made  worse  by  adding 
candy  import  quotas  to  the  renewal  legislation  of  1971.  These  quotas  are  an 
unjustifiable  subsidy  to  the  candy  industry,  refiecting  raw  politics  not  rational 
policy.  They  are  not  the  product  of  objective  assessment  of  the  candy  industry's 
problems  and  needs,  only  a  lopsided  approach  to  whatever  problems  may  have 
warranted  government  attention  and  possible  help.  They  are  a  violation  of  our 
international  trade  commitments,  and  a  harmful  depaj'ture  from  established 
procedures  for  adjudicating  requests  for  protection  against  problems  of  foreign 
competition.  It  is  generally  believed  that  the  quotas  have  not  in  practice  re- 
stricted imports,  since  authorized  imports,  as  an  allowable  percentage  of  pro- 
duction (5  percent),  have  risen  as  domestic  production  has  risen  and  appear 
to  provide  enough  room  for  "normal"  foreign  shipments.  We  are  not  persuaded 
by  this  reasoning.  The  quota  is  by  definition  a  restraint  on  enterprising  en- 
trepreneurs interested  in  starting  or  expanding  foreign  candy  shipments  to  the 
United  States.  It  can  hardly  inspire  world  confidence  in  U.S.  declarations 
endorsing  freer  world  trade.  Removing  the  quota  unilaterally,  remedying  the 
arbitrariness  that  characterized  its  enactment,  would  not  only  correct  a  mis- 
take ;  it  would  also  improve  the  climate  for  the  forthcoming  trade  negotiations. 
There  are  other  unilateral  steps  the  United  States  should  take  in  this  spirit. 
Repealing  the  candy  quota  would  be  one  of  the  easiest  and  in  every  respect  one 
of  the  sweetest. 
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COHOaESS   OS*  THE   TJKITED    StATES, 

House  or  Repbesentatives, 
Washington,  D.O.,  February  25,  191^ 
lli^n.  W.  R.  PoA&E, 

VhMlrnm^i,  Hotts&  Agrleultttre  Vommittfe* 
L^mgwnrth  Hf}um  O^re  Building,  Waf(hingimi^  B,C, 

Dear  Mr.  CHAmMAN :  In  connection  witli  the  current  round  of  heariaga  on 
the  extension  of  tbe  U.S*  Sugar  Act.  I  would  like  to  call  your  attention  and 
that  of  the  Committee  to  recent  actions  taken  by  some  countries  applying  for 
continued  consideration  under  the  quota  system  with  respect  to  U-S.  oil 
consumers, 

Particnlarlr  in  the  ease  of  Venezuela,  1  urge  that  Lief  ore  that  country  is 
given  consideration  for  a  new  quota  that  it  be  required  to  modify  its  inter* 
national  behaYlor  towards  the  United  States.  I  therefore  oppose  any  quota 
request  by  that  country  until  such  ticoe  as  Venezuela  restores  certain  cuts  im 
oil  supplies  to  the  United  States  and  returns  to  sane  and  fair  price  levels  for 
the  oil  it  exports. 

I  believe  it  is  time  that  countries  of  the  world  who  have  joined  together  to 
create  an  artificial  energy  crisis  and  to  use  basic  supplies  as  a  political  w^eapon 
learn  that  this  kind  of  international  t^ehavio^  is  a  two-way  street. 

The  mad  spiral  upward  of  Venezuelan  oU  prices  has  particularly  hit  con- 
sumers in  south  Florida  and  contributed  in  a  major  way  to  the  severe  problems 
now  i>laciuiiig  the  State.  As  a  representative  responsible  for  the  welfare  of  the 
citizens  of  Florida,  I  could  not  in  good  conscience  vote  this  U.S.  sugar  plum  for 
Venezuela  until  it  abandons  policies  whicli  deliberately  victimize  our  owni 
citizens. 

Venezuela,  which  produces  about  3.3  million  barrels  of  oil  a  day  is  the  world'i 
third'largest  oil  exporter.  It  supplies  1.7  million  barrels  a  day  to  the  U.S. 

A8  a  member  of  the  (JrgimiKiition  of  Petroleum  Exporting  Couutrit^s  (OPEC) — - 
which  includes  the  Aral*  natituis  and  Iran,  Ecuador.  Indone^Jia  and  Nigera 
also — Venezuela  has  acted  along  with  the  other  OPEC  countries  to  curtail 
world  oil  supplies  and  to  charge  astronomical  prices  for  the  oil  it  is  stUl 
supplying. 

In  fact,  Venezuela  has  even  taken  the  lead  In  socking  it  to  U.S.  and  other 
oil  customers. 

I  have  noted  a  report  in  the  Feb.  11,  1974  Oil  Daily  that  in  1970  at  a  time 
when  the  OPEC  member  countries  planned  to  negotiate  higher  prices,  Venc^ 
Knela  unilaterally  went  ahead  on  its  own,  setting  oS  a  chain  reaction.  '^Before 
these  negotiations  could  begin,"  Oil  Dtitly  said,  ** Venezuela  precipitately  in- 
creased its  tax  rate  from  50  to  58  percent," 

More  recently,  Venezuela  formally  ordered  forei^gn  oil  companies  to  turn  o^er 
more  than  100,000  barrels  of  crude  oil  a  day,  wliich  had  been  going  to  U.S. 
and  other  world  consumers.  At  the  same  time,  the  prices  for  Venezuelan  oil 
has  exceeded  those  charged  by  the  Arab  nations  ringing  the  Persian  Gulf,  wbo 
recently  raised  their  posted  oil  price  to  $11.65  a  barrel.  The  posted  price  quoted 
by  Venezuela  around  the  1st  of  the  year  was  $14.08  a  barrel^and  now  we 
leam  that  the  Venezuelan  government  will  raise  oil  prices  again  in  February 

In  a  recent  interview,  Federal  Energy  Administrator  William  Simon  indi- 
cated that,  ''You  can  use  as  a  rule  of  thumb  that  every  dollar  in  the  price  fjf 
a  barrel  of  crude  translates  into  a  2Mi,  cent  increase  in  the  price  of  gasoliae 
(A)  $4  increase  In  crude  prices  would,  therefore,  represent  a  10-cent  increa^ie 
in  the  price  of  a  gallon  of  gasoline  refined  from  imported  oil." 

Specifically  as  a  consequence  of  one  of  the  Venezuelan  price  increases  re- 
cently, involving  increase  crude  oil  royalty  payments  to  Venezuela,  Exxoa  Co. 
USA  has  just  posted  its  own  increased  prices  for  heavy  fuels  by  49  cents  ft 
barrel, 

A  declaration  by  incoming  Venezuelan  President  Carlos  Andres  Perea  tlifit 
he  intends  to  take  ovex  foreign  oil  concessions,  including  plants  and  equipraentf 
before  present  agreements  terminate  in  ISyS,  further  indicates  the  intentions 
of  Venezuela  with  respect  to  U.S.  business  and  consumers. 

As  a  result  of  the  practices  engaged  in  by  Venezuela  and  the  other  OPE^ 
countries,  the  U.S.  faces,  together  with  other  oil  consuming  nations,  staggerini 
price  increases  that  will  enrich  the  11  leading  oil-exporting  countries  fro'^ 
$22,7  billion  in  1973  to  an  estimated  $85  billion  this  year,  $100  billion  in  lO''*^ 
and  $171  billion  in  1980,  according  to  the  report  just  issued  by  the  World  Ban^ 
Since  Venezuela  has  eagerly  sought  to  share  in  this  bonanza  and  in  fact    ^^ 
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reaping  the  benefits  of  this  mammoth  international  price  gouging,  it  would 
appear  they  will  not  be  in  further  need  of  favored  treatment  and  preferential 
entry  into  the  U.S.  sugar  market. 

I  therefore  respectfully  urge  that  the  pending  legislation  be  modified  to 
apportion  the  sugar  quota  that  would  normally  go  to  Venezuela  on  a  fair 
and  equitable  basis  to  other  countries  requesting  increased  quotas  until  such 
time  as  Venezuela  decides  to  treat  U.S.  oil  consumers  on  a  fair  and  equitable 
ba&is  again.  I  oppose  any  provision  giving  Venezuela  a  quota  as  part  of 
the  Sugar  Act  extension  until  they  adopt  a  more  reasonable  posture  toward 
U.S.  oil  consumers. 

It  may  be,  Mr.  Chairman,  that  you  and  my  other  colleagues  on  the  Committee 
will  wish  to  consider  the  quota  requests  from  certain  other  countries  in  light 
of  the  impact  shortages  and  pricing  of  oil  supply  by  these  countries  has  had 
in  your  own  areas.  As  one  member  of  the  Committee,  I  believe  we  ought 
to  use  the  leverage  available  to  us  in  this  Committee  to  do  all  we  can  to 
bring  down  foreign  oil  prices  and  encourage  by  the  economic  tools  in  our 
hand  a  suflScient  oil  supply  to  our  own  citizens  before  awarding  quotas  to 
those  countries  with  specific  responsibility  for  having  contributed  to  our 
own  domestic  hardships  and  artificially  imposed  shortages  of  foreign  oil. 

I  ask  that  this  letter  be  included  in  the  record  of  the  current  hearings  at 
an  appropriate  place  and  thank  you  for  your  consideration. 
Sincerely, 

Bill  Gunter, 
Member  of  Congress, 
Fifth  District,  Florida, 

Congress  of  the  United  States, 

House  of  Representatives, 
Washinsito-n,  Z>.C.,  May  7, 1974- 
Hon.  W.  R.  I*oage, 

Chairman,  House  Agriculture  Committee,  Longworth  House  Office  Building, 
Washington,  D.V. 
Dear  Mr.  Chairman  :  In  view  of  continued  price  gouging  by  Venezuela  of  con- 
sumers in  my  State  of  Florida,  and  in  other  States,  on  supplies  of  oil,  and  other 
recent  developments  indicating  that  Venezuela  intends  to  persist  in  discrimina- 
tory trade  practices  against  the  United  States,  I  would  like  to  apprise  you  of  my 
intention  to  move  to  strike  from  the  draft  committee  bill  extending  the  U.S. 
Sugar  Act  that  provision  which  would  assign  a  sugar  quota  to  Venezuela. 

As  a  member  of  the  House  Agriculture  Committee  and  as  one  deeply  concerned 
by  the  emerging  economic  patterns  whereby  oil  producing  countries  indulge  in 
economic  and  political  blackmail  against  our  own  consumers,  without  any  effec- 
tive response  by  us,  I  do  not  believe  I  can  responsibly  vote  to  extend  a  sugar 
quota  to  Venezuela.  Nor  do  I  believe  the  Committee  and  the  full  House  should 
do  so.  There  are,  indeed,  other  oil  producing  countries  slated  to  receive  sugar 
quotas  and  preferential  treatment  by  the  U.S.  and  this  Committee  whose  trade 
liolicies  with  respect  to  American  consumers  merit  full  and  thorough  review 
likewise.  However,  I  raise  the  point  in  connection  with  Venezuela  because  of  the 
very  real  damage  inflicted  by  Venezuelan  pricing  policies  on  the  people  of  my  own 
tstate  of  Florida,  whom  I  have  a  clear  and  direct  responsibility  to  represent. 

I  also  wish  to  make  clear  for  the  purposes  of  the  record  that  I  wholly  reject  tlie 
arguments  set  forth  in  his  letter  to  the  Committee  and  his  testimony  by  counsel 
lV»r  Venezuela,  Mr.  Edward  L.  Merrigan,  of  the  firm  of  Smathers,  Merrigan  and 
Ilorlong,  of  Washington,  D.  C. 

Mr.  Merrigan  asserts  that  "Venezuela  has  not  cut  its  oil  supplies  to  the  United 
States*'  and  in  fact  "actually  increased  its  crude  oil  and  refined  products  ship- 
ments to  the  United  States  in  1973  by  21.1  per  cent." 

The  assertion  obscures  the  fact  that  this  21.1  per  cent  increase  took  place  only 
after  the  United  States  acceded  to  outrageous  price  increases  because  it  had  no 
cliolce — and  with  Venezuela  leading  the  way  as  a  member  of  the  Organization  of 
Petroleum  Exporting  Countries.  Mr.  Merrigan  argues  that  at  the  time  of  the 
Arab  oil  boycott,  it  was  Venezuela  that,  in  effect,  came  to  the  rescue  by  continu- 
ing its  increased  oil  shipments  to  the  United  States.  He  omits  to  mention  still 
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further  price  increases  by  Venezuela  in  the  process — reaching  the  staggering:  new 
high  pasted  price  of  $14.**S  a  barrel — compared  to  $3.11  a  barrel  on  Jan.  1,  1973^ 
FiualLj,  at  the  height  of  the  crisia  caused  by  the  boycott  laat  January,  Venezuela 
formally  ordered  foreign  oil  companies  to  turn  oi^er  to  the  government  more  than 
100,tH>0  barrels  of  crude  oil  a  day,  diverting  it  from  the  normal  market. 

Mr.  Merrigan  also  responds  to  a  ei  tat  ion  by  me  in  tJxe  statement  submitted  foi 
the  record  noting  the  declaration  hy  incoming  Venezuelan  President  Carloi 
Andres  Perez  that  he  intends  to  take  over  foreign  oil  concessions  by  declariji^ 
that  A'enezuela  had  not  done  so  to  date  and  *'has  always  respected  the  rights  o| 
foreign  investors  and  it  has  never  expropriated  their  properties."  Subsequeal 
statements  and  developments  in  the  recent  news  have  made  quite  clear,  I  submit^ 
the  posture  Venezuela  plans  to  take  with  respect  to  U.S.  business  Investment^ 
even  if  the  intentions  of  his  client  remain  hasty  to  counsel  for  Venezuela. 

In  hi^  letter,  Mr.  Merrigan,  furtlier,  makes  much  of  tlie  Venezuelan  deficit  i] 
iti^  balance  of  payments  account  with  the  United  States  during  the  period  froiri 
1958-1068.  lie  apparently  fails  to  recall  our  own  chronic  balance  of  payment! 
problem  ill  terms  of  otir  ovvn  world  trade  position  at  this  period.  Not,  in  seekiUL 
to  blame  oar  own  country  for  all  the  economic  ills  of  the  rest  of  the  world,  doe^ 
he  note  the  liberal  genero^jity  of  the  United  States  in  furnishing  billions  of  dol*^ 
lars  of  aid  and  assistance  to  other  nations  of  the  world,  including  our  neigh- 
bora  in  South  America.  Where  there  is  merit.  If  any,  to  the  si>eci£ic  instant 
where  Mr.  Merrigan  insists  Venezuela  has  not  been  dealt  with  fairly  in  tradi 
niatters^,  particularly  with  reference  t€  a  43  per  cent  average  increase  In  pricei 
charged  for  U.S*  commoditiCE*  and  goods  exported  to  Venezuela,  over  a  matte* 
of  several  years,  the  response  of  Venezuela  in  increasing  the  price  of  its  oil  hi 
^MVTlMi  per  cent  over  the  same  period  is  on  its  face  is  a  wholly  irresponsible  and 
unjustiftable  one.  The  argument  overlooks,  moreover,  the  fact  that  Americait 
consumers  have  themselves  been  faced  with  the  same  increasing  prices  for  com- 
modities and  goods — and  yet  has  continued  to  provide  them  to  Venezuela  at  the 
lowest  cost  feasible.  , 

Clearly  the  increase  in  the  price  of  oil  charged  by  Venezuela  has  been  artifl' 
cially  high  and  many  times  over  and  beycmd  any  reflection  of  Increased  actuJiJ 
need  ari?^ing  from  general  increased  costs  and  economic  considerations* 

Mr.  Merrigim  argues  that  while  it  is  true  that  the  price  of  Venezuelan  oil 
has  increased  to  a  posted  price  of  $14.08  a  barrel  for  tax  purposes,  the  same  oil 
is  actually  sold  by  the  oil  companie.s  at  prices  of  about  .$9.00  a  barrel.  This  ob- 
servation, of  course,  does  nothing  for  the  purchasing  oil  companies  who  must 
still  imj  tax  on  a  posted  price  of  ^14.0S.  Experience  indicates  that  such  increase 
costs  find  their  way  to  the  ultimate  consumer^  one  way  or  another. 

However,  the  actual  increase  to  .$0*00  a  barrel  does  no  more  for  the  ultimate 
consumers  in  the  T'nitcd  States,  similarly  reflecting  a  huge  and  dispropnrtionjife 
increase  over  the  actual  cost  of  oil  per  barrel  from  Venezuela  from  three  years 
ago  or  even  one  year  ago. 

The  elTect  is  clear  in  Florida :  my  own  state.  It  is  understood  well  enough  by 
homcoviners  in  Jacksonville  or  the  Tampa  Bay  area  or  f^t.  Petersburg  wb{)  nrn^' 
face  skyrocketing  utility  bills — even  if  it  is  not  understood  by  the  lawyers  for 
Venezuela, 

Typical  is  a  letter  fram  Mr.  Andrew  H.  Hines,  Jr.,  PresideJit  of  Florida  Power 
Corporation,  w^ho  states  that  the  fuel  costs  of  Florida  Power  Corporation  as  a 
result  of  increased  Venezuelan  oil  prices  "may  reflect  an  increase  in  customer*^' 
hills  this  sunmier  of  50  to  100  per  cent  dyer  the  same  period  last  yeaj*  for  tlie 
same  >?er\i('c/- 

C:^ntinues  ^tr.  Hines :  *'The  consumers  of  Florida,  as  well  as  those  throughout 
the  Natiifh,  simply  cannot  continue  to  bear  the  shock  of  the  excessive  e<^ontHflie 
burdens  being  imposed  by  foreign  oil  interests,** 

I  wholt'h'r^jirtodlv  agree, 

I,  theref<>rp,  reiterate  the  statement  I  submitted  to  the  Committee  last  Febru- 
ary 2rith  indicating  my  opposition  to  any  quota  for  Venezuela  until  such  time  as 
that  country  returns  to  sane  and  fair  price  levels  for  the  oil  It  exports.  Finally,  I 
respectfully  request  that  this  letter  similarly  he  made  a  part  of  the  Committee 
record. 

Sincerely, 

Bill  Guktsb,  MLC. 
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Holy  Gboss  Chuboh, 
Lafayette,  La,,  March  4,  19H. 

To:  Mcmhers  of  the  House  Agricultural  Committee. 

Gentlemen:  I  understand  that  written  testimony  is  being  acc^ted  for 
Louse  hearings  on  the  renewal  of  .the  sugar  act  I  represent  the  Louisiana 
Council  on  Human  Relations,  a  state-wide  organization  with  local  chapters 
throughout  the  state.  We  have  been  empowered  by  the  Board  of  Directors 
of  the  Louisiana  Council  on  Human  Relations  to  speak  on  behalf  of  the 
Council  on  matters  pertaining  to  the  sugarcane  industry. 

I  have  testified  at  the  annual  wage  hearings  to  the  sub-human  conditions 
of  workers  and  their  families  as  well  as  to  the  USDA's  total  lack  of  concern 
for  this  segment  of  the  sugarcane  industry. 

I  have  sent  letters  to  Secretary  Butz;  Mr.  James  Agnew,  Chief  Hearing 
Officer;  Mr.  Kenneth  Frlck,  ASCS  Administrator  who  signed  the  wage  deter- 
mination document  for  1973;  as  well  as  tx>  President  Nixon.  These  letters 
challenged  the  accuracy  of  many  statements  in  the  determination  as  well  as  the 
fairness  of  the  decision.  Our  local  representative  in  the  house,  John  Breaux 
(7th  district  of  La.)  followed  up  the  letters  and  gave  me  assurance  that  the 
data  requested  and  the  questions  raised  would  be  answered  shortly.  A  response 
from  ASCS  and  signed  by  Leo  L.  Sommerville  said: 

*'This  will  acknowledge  your  letters  of  January  18,  1974,  to  the  President  and 
to  several  officials  in  the  Department,  concerning  the  Louisiana  sugarcane  wage 
determination  issued  last  September. 

''A  detailed  reply  is  being  prepared  and  should  reach  you  within  a  few 
days." 

This  letter  was  dated  January  31,  1974.  As  yet  no  reply  has  been  received. 

The  letters  to  the  government  officials  questioned  such  things  as  the  USDA's 
thoroughness  in  conducting  its  annual  investigation,  and  how  much  the 
worker  shared  in  the  conditional  payments  made  to  the  growers  (one  of  the 
three  objectives  of  the  conditional  payments  is  "to  assure  growers  and  field- 
workers  a  fair  sharing  of  returns  to  the  industry." 

The  report  issued  by  USDA  in  September,  1973  re:  wage  determination  said 
the  wages  rates  established  by  USDA  "are  minimum  cash  wages,  and  extra 
items  such  as  insurance  are  matters  for  negotiation  between  the  worker  and 
l)roducer."  This  cannot  be  done  effectively  without  an  officially  recognized 
negotiating  team.  There  can't  be  an  effectively  functioning  negotiating  team 
as  long  as  the  basic  functions  of  such  a  team  (e.g.  wage  determination)  are 
performed  by  the  USDA. 

It  seems  highly  improbable  that  the  USDA  will  relinquish  its  tight  control 
on  the  sugarcane  industry.  In  view  of  that  fact,  we  ask  that  the  "Equitable 
Benefits  Amendment"  introduced  by  Representative  William  Ford  be  incorpo- 
rated in  legislation  re:  the  Sugar  Act.  This  amendment  will  provide  the 
legislative  basis  and  framework  for  protecting  the  sugarcane  worker  and 
giving  him  a  voice  in  determining  his  own  destiny.  It  will  also  provide  the 
worker  with  much  needed  legal  protection  and  the  opportunity  for  judicial 
review. 

Rev.  William  Crumley,  C.S.C. 

Amebicak  Fabm  Bureau  Federation, 

Washington,  D.C.,  March  11,  1974- 
Hon.  W.  R.  PoAGE, 

Chairman^   Committee  on  Agriculture, 
U.S.  House  of  Representatives, 
Washington,   D.C. 

Dear  Mr.  Chairman  :  The  American  Farm  Bureau  Federation  is  deeply 
interested  in  sugar  legislation.  Farm  Bureau  members  produce  sugar  in  all 
domestic  areas,  and  all  Farm  Bureau  members  are  interested  in  the  sugar 
program,   including  its   effects   on  our   trade  relations  with   other  countries. 

At  our  annual  meeting  in  Atlantic  City  in  January  1974  the  elected  voting 
delegates  of  member  State  Farm  Bureaus  adopted  a  policy  statement  on  sugar 
legislation  as  follows: 

"We  continue  to  support  the  Sugar  Act  as  a  means  of  dealing  with  the 
problems  peculiar  to  the  sugar  industry  and  urge  its  administration  on  the 
basis  of  protecting  the  interests  of  domestic  producers. 
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"If  and  when  studies  indicate  that  conditional  payments  to  domestic  sugj 
producers  could  be  eliminated  without  significantly  lowering  inc*ome  and  if  i 
amendment  to  this  effect  would  eliminate  the  excise  tax  and  wage  determinati( 
provision  of  the  present  Sugar  Act,  we  would  urge  such  an  amendment 

In  recent  weeks  the  world  price  of  sugar  has  been  above  the  U.S.  pri( 
and  the  U.S.  price  has  risen  well  above  the  applicable  price  corridor  compute 
under  the  provisions  of  the  Sugar  Act.  As  a  result,  this  is  an  ideal  time  1 
eliminate  the  conditional  payment,  excise  tax,  and  wage  determination  featuK 
of  the  sugar  program  as  outlined  in  the  second  paragraph  of  the  pollc 
statement  quoted  above.  We  also  believe  that  the  time  has  come  to  di 
continue  efforts  to  keep  sugar  prices  within  a  narrow  corridor.  This,  obviousl; 
is  impractical  when  world  prices  are  substantially  above  the  U.S.  leve 
We,  therefore,  recommend  that  the  price  provisions  of  the  present  act  li 
amended  to  eliminate  any  reference  to  ceiling  prices,  so  we  can  compete  i 
the  world  market  when  world  supplies  are  short. 

In  view  of  the  uncertainties  of  the  present  outlook,  we  believe  it  wool 
be  wise  to  limit  the  proposed  extension  of  the  Sugar  Act  to  a  period  of  nc 
less  than  two,  and  not  more  than  four,  years. 

We  will  be  glad  to  work  with  the  Committee  in  the  development  of  specifl 
language  to  carry  out  the  intent  of  these  recommendations. 

We  would  appreciate  it  if  you  would  make  this  letter  a  part  of  the  reeor 
of  the  hearings  on  H.R.  12525. 
Sincerely, 

John  C.  Datt, 
Director,  Congressional  Relations. 


Smathebs,  Mebbioan  &  Heblong, 
Attorneys  and  Counsellors  at  Law, 

Washington,   D.C,   March  7,  197i 
Hon.  Bill  Gunteb, 
House  of  Representatives, 
Cannon  House  Office  Building, 
Washington,  D,C, 

Dear  Congressman  Gunter  :  On  February  25,  you  addressed  a  letter  to  th 
Chairman  of  the  House  Agriculture  Committee  in  connection  with  the  curreii 
round  of  bearings  on  the  Sugar  Act  in  which  you  urged  that  the  relativel 
small  sugar  quota  assigned  to  Venezuela  be  revoked  because  allegedly  V«m 
zuela  has  (i)  cut  its  oil  supplies  to  the  United  States  and  (ii)  unfairl 
increased  price  levels  paid  by  oil  and  gas  consumers  in  this  country.  In  liD 
with  our  request,  you  were  good  enough  to  send  us  a  copy  of  that  lette 
late  last  week,  and  because  I  represent  Venezuela  in  the  current  Sugar  hi 
proceedings,  I  have  been  asked  to  make  this  response. 

First,  Vnezuela  has  not  cut  its  oil  supplies  to  the  United  States.  On  th 
contrary,  while  other  countries  have  imposed  an  oil  embargo  against  us  in 
have  thus  contributed  to  the  current  shortage  of  supplies,  Venezuela  actoall 
increased  its  crude  oil  and  refined  products  shipments  to  the  United  Sttte 
in  1973  by  21.1  percent.  In  fact,  during  the  last  quarter  of  1973,  when  fl 
energy  shortage  here  in  the  United  States  was  most  acute,  Venewidt  ft 
creased  its  shipments  by  40%  over  the  last  qiiaritr  of  1972.  indeed,  ,¥«« 
possibly  failed  to  note  the  Federal  Energy  Office's  announcement  of  Decemb 
14,  1973,  which  credited  "greater-than  expected  foreign  sui>plies,  primftii 
from  Venezuela'*  for  the  reduced  shortfall  estimates  theretofore  made  i 
the  first  quarter  of  1974. 

Accordingly,  during  1978,  Venezuela  supplied  the  United  States  l,7flRi 
barrels  of  oil  a  day — or  312,780  barrels  a  day  more  than  it  sijpplled  In  11 
For  the  year,  those  deliveries  totaled  almost  efifl, 000,000  barrels*  of  oil,  or  alg 
15%  of  the  United  States'  total  consumption  of  4,540,300,000  barrels.  I?l 
it  should  be  perfectly  clear  that  while  Venezuela  is  a  member  of  the  Oi 
zation  of  Petroleum  Exporting  Countries,  it  has  not  joined  in  any  pia^' 
program  to  curtail  oil  supplies  to  the  United  States.  In  truth,  its  wliole  p!V 
and  performance  has  been  in  the  opposite  directlo"  *  "  iurlBf  tlie  t^^ 
crisis  here,  it  has  continued  to  maintain  ma3:imuT"  **      *"flHi    %^ 

shipped  increased  supplies  to  the  United  Sta         a  -  ~ 

continuing  to  expedite  all  efforts  aimed  at      ^ 
exploration. 
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Finally,  jour  letter  to  the  Chairman  luggests  that  Venezuela  might  take 
over  U,S,  oil  concesajona  in  that  country  before  present  agreements  terminflte 
in  lt>83.  To  date,  Venezuela  has  not  taken  any  such  action,  and  It  is  unique 
among  other  Latin  American  eountrieSt  many  of  wMeli  enjoy  very  sub* 
stantial  quotas  under  the  Sugar  Act,  In  that  it  has  always  respected  the 
rights  of  foreign  investors  and  it  has  never  expropriated  their  properties.  Ap- 
parently most  of  the  U.S.  oil  companies  operating  in  Venessuela  still  expect 
to  receive  fair  and  just  treatment  because  In  The  Washington  Post  for  Feb<i^ 
ruary  20,  1974*  it  was  reported — 

That  Mobil  OH  Co  had  just  invested  $15  million  in  a  new  drilling  opera- 
tion   in   Lake   Maracaibo*   and 

That  Shell  and  Occidental  were  investing  $21  million  in  similar  new  wells. 

In  factt  in  a  special  interview  with  the  New  York  Times  after  his  recenl 
election  as  President  of  Venessuela,  Carlos  Andres  Perez,  who  takes  office 
next  Tuesday,  promised  "Vene-zuela's  complete  cooperation  with  the  United 
States — our  first  market  in  the  entire  world."  President-elect  Perez  went  o] 
to  say : 

*'I   will  not  take  part  in  any   generalized  strategic   hatred   of  the   United 
States  Government:  All  Venezuela  wants  is  fair  treatment  for  its  econom: 
interests." 

In  conclusion,  therefore*  we  sincerely  urge  yoo  carefully  to  reconsider  tl 
position  you  took  in  your  letter  of  February  25  to  Chairman  Poage  regardini 
the  revocation  of  Venezuela's  relatively  small  sugar  quota.  Certainly,  wiien 
United    States   la   dependent   on   one    country   for   approximately    15%    of 
current  oil   supplies,   it   seems   rather  foolhardy   during  onr  energy   crisis   ttt 
imperil  that  supply  of  660,000,000  barrels  of  oil  in  a  year   with   threats  to 
revoke  a  60,000  ton  sugar  quota »  In  our  hnmble  judgment,  neither  Venezuela 
nor  the  United   States  can  really  aflford  to  engage  in  any  program  of  *'gen* 
eraliaed  strategic  hatred'*  against  the  other. 

With  highest  regards,  I  am, 
Sincerely, 

EowABP  L*  Mebrtgak. 

A  copy  of  this  letter  has  been  filed  with  the  Registration  Section  of  the 
Department  of  .Tustice,  Washington,  D.C,  as  required  by  Section  4  of  tlie 
Foreign  Agents  Registration  Act. 


I 


Speech  by  Diwa  Dellale  at  the  IirTEBi^ATiorTAL  Sdoab  Conference^  Ges^eva, 

SWITKEBLANII,   OCTOBER  9,  1073 

I  have  listened  carefully  to  all  the  proposals  of  the  Canadian  Delegation 
and  there  seems  to  be  a  thread  running  through  them  which  forces  me  to  spealf 
out^ — rather  clearly* 

May  I  draw  their  attention  to  the  fact  that  Paragraph  1  and  2  of  Article 
34  gives  priority  to  special  arrangements  over  the  International  Sugar  Agree- 
ments Had  this  priority  not  been  established  in  the  1968  Agreement,  manj 
expirting  countries  would  not  have  been  able  to  take  part.  In  fact,  I  doubt 
strongly  if  any  member  of  any  preferential  market  wonld  consider  I  he  Intef* 
national  Rngar  Agreement  a  suitable  aiibstitute  for  their  valued  memberaUip 
in  mich  special  arrangement. 

However,  independently  of  what  Article  34  states,  the  situation  is  ^mte 
clear.  The  so-called  vporld  sugar  market  has  been  for  many  years  a  residual 
market  The  majority  of  the  sugar  producing  countries,  produce  for  thetr 
domestic  market  and  for  those  markets  that  are  governed  by  special  arrange 
ments  which  assnre  producers  a  volume  which  they  will  be  able  to  sell  ^^ 
premium  prices-  With  some  exceptions,  the  so-called  world  market  is  a  dump- 
ing ground  for  surpluses  and  on  many  occasions  at  lower  prices  than  tli^lr 
cost  of  production.  It  is  only  throngh  averaging  the  prices  prevailing  lo 
their  own  domestic  market  and  the  renumerative  prices  received  within 
premium  arrangements  are  they  able  to  afford  selling  in  this  residua!  morket 
at  alL  In  other  words,  if  these  special  arrangements  did  not  exist,  certainly 
most  oountries  would  never  produce  sugar  for  the  world  market.  This  is  oub' 
logical  since  this  dumping  ground,  at  the  best  of  times,  consists  of  onlF 
11%  of  all  sugar  produced  with  the  balance  of  83%  going  into  specSal 
arrangement  markets.  These  markets  are:  The  U.S.  Sugar  Act,  the  Conuuon^ 


Digitized  by 


Googl 


547 

wealth  Agreement,  the  Russian  Satellite  Countries  pact  and  the  Malagasy 
Pact  and  the  Malaysia  Agreement 

Whether  one  wishes  to  recognize  it  or  not,  the  world  market  is  and  will 
continue  to  be  a  secondary  market,  subordinated  to  special  arrangements.  The 
same  importance  and  rank  could  be  granted  to  it,  as  to  the  special  arrange- 
ments, only  if  it  offered  the  same  advantages.  This  would  mean  a  guarantee 
to  each  of  the  producing  countries  of  a  fixed  volume  of  sales  at  prices 
which  are  always  renumerative.  Therefore,  if  importing  countries  without 
such  arrangements,  want  the  new  International  Sugar  Agreement  to  have 
the  same  importance  and  the  same  rank  as  special  arrangements  as  set  out 
in  Article  34,  they  will  have  to  accept  the  proposals  put  forth  to  guarantee 
purchasing   quotas   at   premium   prices. 

Because  of  the  repeated  statements  by  the  Canadian  Delegation  on  the 
necessity  of  equality  of  all  markets,  we  now  consider  it  necessary  to  strengthen 
the  principles  stated  in  paragraph  12  of  Article  30  and  in  paragraph  1  and  2 
of  Article  34.  On  this  point  the  Costa  Rican  Delegation  has  been  asked  by 
the  Members  of  the  U.S.  Sugar  Act,  to  speak  out  strongly  in  defense  of  their 
position  under  that  special  arrangement.  Consequently,  it  is  not  only  on  our 
own  behalf  that  we  will  advocate  the  protection  of  such  principles,  but  most 
of  the  exporting  countries  so  involved  will  be  joining  in  the  efforts  to  make 
this  situation  clearly  understood  and  firmly  established  in  any  new  Inter- 
national Sugar  Agreement. 

Telegram  Fbom  W.  W.  Spbaque,  Jr.,  President,  Savannah  Foods  &  Industries, 
Inc.,  to  Hon.  W.  R.  Poaqe 

Hon.  William  Robert  Poage, 
U.S.   House  of  Representatives, 
Rayhum  House  Office  Building^ 
Washinffton,  D.C.: 

If  the  target  price  for  raw  sugar  and  the  present  U.S.  raw  sugar  price 
remain  at  present  levels,  sugar  prices  to  consumers  will  have  increased  by 
$2.22  billion  per  year  over  the  price  intended  by  the  Sugar  Act. 

My  company  and  many  other  cane  sugar  refiners  feel  that  the  Sugar  Act  is 
not  working.  The  theory  that  the  establishment  of  a  target  price  with  the 
power  vested  in  the  secretary  to  open  and  close  the  supply  floodgates  from 
the  world  sources,  which  works  when  world  prices  are  below  U.S.  prices,  is 
a  total  failure  when  world  prices  are  higher  than  U.S.  prices.  Last  week 
when  the  sugar  industry  spokesman  testified,  the  target  price  was  $11.25 
per  cwt.  and  at  the  same  time  the  U.S.  spot  price  was  slightly  above  $18. 
At  this  moment,  the  U.S.  spot  price  is  $20.50  and  in  all  probability  will 
head  higher  in  the  future.  As  you  know,  the  Secretary  of  Agriculture  increased 
foreign  quotas  by  500,000  tons  in  January  to  bring  the  price  down.  This  had  no 
effect.  Last  week  while  the  U.S.  price  ranged  between  $15  and  $18,  very  little 
sugar  was  brought  in.  This  week,  with  the  price  ranging  even  higher  from  $18 
to  $21.50  per  cwt  of  raws,  only  a  minimal  amount  has  been  sold.  Furthermore, 
it  is  factually  unfounded  to  claim  that  the  Sugar  Act  is  working  when  the  U.S. 
price  is  double  the  target  price  of  the  act. 

We  in  the  sugar  industry  have  in  the  past  justified  the  Sugar  Act  on  the 
basis  that  it  has  protected  the  American  housewife-consumer  when  the  world 
price  is  higher  than  the  U.S.  price.  Last  week  the  committee  heard  testimony 
to  the  effect  that  out  of  the  last  twenty  years  in  only  four  of  these  years 
has  the  world  price  been  higher  than  the  U.S.  price.  During  the  remaining 
sixteen  years  the  American  housewife-consumer  has  paid  a  premium  on  her 
sugar  to  avoid  these  four  years  of  higher  world  prices.  However,  it  should 
be  pointed  out  that  during  the  present  period  when  the  world  price  has 
exceeded  the  U.S.  price,  the  U.S.  price  is  lagging  the  world  price  by  only 
two  weeks.  Hence,  the  American  housewife  has  actually  paid  a  higher 
premium  lor  sugar  as  insurance  for  a  two-week  delay.  It  should  be  pointed  out 
further  that  this  two-week  margin  is  now  continuing  to  narrow,  and  in  our 
opinion,  the  price  of  U.S.  sugar  will  equalize  with  the  world  price  in  the 
very  near  future.  Thus,  the  housewife's  insurance  premium  payments  in  the 
form  of  higher  U.S.  prices  during  these  sixteen  years  have  been  for  naught. 

Finally,  please  be  assured  that  the  financial  picture  for  the  cane  sugar 
refiners  has  been  poor.  The  cane  refiners  have  already  lost  from  their  ranks 
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one  company  wlifcii  was  fbreed  to  close  its  doors  tbis  week  because  of  tls 
economic  giqijeeze  on  refiners.  Speaking  for  this  compony  and  for  a  majority  of* 
tlie  cane  refiners^  it  legislation  is  enacted  which  removes  from  the  refiners  the 
burden   of  pajlng   one-half  cent  per  pound   in   the   form   of   excise   tax    (to 
support   a   payments   system   which   is  totally  imrelated  to   the  price  of  the 
raw  product)  tliat  wCt  as  cane  reftners,  will  pass  this  savings  to  the  housewife- 
consumer  in  the  form  of  a  reduction  in  onr  retail  price.  jfl 
In  conclusion,  we  strongly  urge  you  to  carefully  consider  any  proposals  whi<^| 
would   extend   the  present   act   for   more  than  a   two-year  period.    It  would 
he  unconseionahle  to  pass  an  act  during  a  period  of  time  when  the  market 
is   operating   under   panic   conditions   and    the   present   act    is   not   workinj?. 
t-'ertainly   it   vt1i>uld  be  wiser  to  opt  for  an  act  of  short  duration   and   then 
sit  down  and  see  what  went  wrong  before  legislating  for  the  long  term- 
Due  to  the  time  limitations  placed  upon  the  sugar  industry  in  presenting 
Its  position  to  the  flill  committee  last  week,  these  very  important  points  were 
not  brought  to  the  commit tee*s  attention.  Therefore,  as  a  cane  refiner  without 
interests  in   either   dorn  sweeteners,    cane  production,   or  the   beet  sugar  in- 
dustry,  and  speaking  on  behalf  of  the  stocivholders  of  my  company   and  its 
customers   representing  the   sontheastern   sales   area,   I   wish   to   proTide   the 
hereinabove  points  for  yotir  eoneideration. 

W.  W.  Spbague,   Jr.,   President. 


Wadhinffton^  B.C.^  February  1^,  1974. 
Congressman  W.  R.  Poage, 
rhnirtnmi.  House  Agriculture  Gommitiee^ 
Wa^hingionj  D.C, 

Deak   Chaihman   Poage:  I   Vould   appreciate  the  opportunity   to   have  tbej 
enclosed  article  which  1  published  in  the  Saturday  Uevieio  magazine  of  ^laj  %\ 
1972,  entitled  *'Tied  to  the  Sugarlands'*  entered  as  part  of  the  record  in  your  ] 
npcomini?:  hearings  concerning  the  Su^nr  Act.  I  believe  that  the  conditions  M  , 
the  sugarcane  workers  which  I  described  two  years  ago  still  exist  today  wJth 
very  little  significant  chaniofe  in  their  circumstances  having  occurred*  I  urge 
the  Committee  to  adopt  amendments  to  the  Sugar  Act  protecting  sugar  workers 
by  extending  to  them   the  minimiim   wage  applicable   to   other  agriculturfl] 
workers,  protecting  their  riglUs  to   organise  into  unions,  and  otherwise  nc- 
cording  to  them  the  legal  protections  long  taken  for  granted  bj  Amerkflc 
v^^orkers  generally. 

Thank  you  for  your  consideration. 
Very  truly  yours s 

Peter  H.  S chuck. 


fSaturday  Review,  May  0,  1&72] 

TiEu  TO  the:  Suoab  Lands 
(By  Peter  Schuck*) 

*'Thf*  ^ugar  Act  was  a  humanitarian  measure  designed  to  protect  a  &m 
of  poUticaUy-impoteni  and  exploited  workers.  .  .  .  The  aet  placed  the  icelf^in 
of  .  .     sngar  workers  info  the  protective  himds  of  the  Secret aty  of  Affncui- 
ture.  .  .  .''[Op  in  ton  of  VM.  Dial  riot  Court  in  An  gel  v.  Hardin^  Di  strict  of  Colo- 
rado, Decemlier  9,  1971] 

Tl)e  sngarcane  country  comes  upon  yon  slowly  as  you  drive  west  and  then 
south  on  Ronte  90  from  New  Orleans.  The  feisty  ghetto  smells  of  TehoiipltOHlas 
and  Dryades  streets  reluctantly  give  way  to  the  swamps  and  marahes  ot  ^l 
Charles  Parish.  Here,  the  landscape  is  furlnm  and  unmanaged,  disturbed  only 
by  occasional  oH  and  gas  rljErw  drilling  with  tireless  energy. 

It  Is  only  wlien  you  fi'<>?iF5  avpr  Into  T.afourclie  Parish  fhat  you  realfae  what 
sugarcane  means  to  the  rural  economy  of  the  sole  of  boot-shaped  liOnisiaiiS' 

LVTith  cane  land  at  well  over  IP500  per  acre^  not  an  inch  is  wasted.  The  roi^a 
of  cane  begin  within  several  feet  bf  the  highway  and  continue  just  behind  die 
rear  walls  of  the  houses  tiorderlng  the  highway  at  frequent  intervals  End- 


^  PeJ^pr  Sdiiii'k  ts  fin  a tforaej -consult^ t  at  Rjilph  Xader*s  Ceoter  Tot  Study  t>f  Kets(H»ti 
sive  Liiw  in  Wa^blngton,  D*C* 
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lessly,  relentlessly,  the  rows  plunge  on  to  the  horizon.  There  are  exceptions,  of 
course — industrialized  Morgan  Oity  in  Sr.  Mary  Parish  and  metropolitan 
Lafayette  farther  north — but  they  are  little  more  than  isolated  buoys  bobbing 
in  a  sea  of  cane  stretching  filom  the  center  of  the  state  southeast  to  New 
Orleans  and  the  Gulf  of  Mexico. 

In  the  weeks  before  Christmas,  at  the  height  of  the  "grinding,"  or  harvest, 
season,  the  sugar  fields  hum  with  activity.  The  600,000  cane  workers,  as  well  as 
unemployed  workers  from  nearby  towns  lured  by  the  seventy-hour  work  weeks, 
bend  to  the  feverish  rhythm  of  the  harvest — cut  the  cane  with  a  harvester, 
load  the  cane  with  a  loader,  pick  up  the  "scrap"  cane  by  hand,  haul  the  cane 
with  a  tractor,  hoist  the  cane  with  a  derrick,  drive  the  cane  to  the  raw  sugar 
mill.  And  always  the  insistent  refrain — get  the  cane  to  the  mill  before  the  first 
frost  sours  and  ruins  it. 

By  mid-January,  the  cane  fields  are  desolate  again.  The  cane  workers  stand 
inside  their  shacks,  gazing  out  at  the  interminable  rain  that  transforms  the 
gummy,  alluvial  earth  into  an  unapproachable  swamp  of  cane  stubble. 

Thei*e  is  no  work  on  such  days,  and  such  days  are  common  well  into  the 
spring.  The  can  worker  knows  that  they  will  be  fortunate  to  get  in  twenty  hours 
of  work  a  week  in  January  and  February,  aerating  the  soil  and  shoveling 
earth  away  from  the  drains  in  the  field.  He  knows,  too,  that  we  will  be  idle 
much  of  the  time  until  September,  just  before  the  grinding  season  begins  once 
again.  But  he  also  knows  that  there  is  nowhere  else  for  him  to  g^). 

Rooted  in  the  rich  delta  soil,  the  cane  worker  is  immobilized  by  a  depri- 
vation extreme  even  for  the  rural  South.  He  is  a  skilled  operator  of  so- 
phisticated machinery ;  •  yet  on  the  average  he  earns  only  $2,635  a  year  to 
sustain  a  family  of  six.  This  is  $1,900  less  than  the  ploverty  level  for  a  farm 
family  and  almost  $1,000  less  than  the  average  for  farm  worker  families, 
widely  recognized  as  the  most  deprived  remnant  of  the  nation's  poor. 

Federal  assistance  programs  do  not  mitigate  the  cane  worker's  distress, 
for  in  the  sugar  belt,  the  federal  pipeline  runs  less  to  the  workers  than  to 
the  large  growers.  South  Coast  Corporation  and  Southdown  Lands,  Inc.,  are 
the  two  largest  sugar  growers  in  Louisiana.  Subsidiaries  of  giant  absentee 
conglomerates  (Jim  Walter  Corporation  of  Tampa,  Florida,  and  Southdown, 
Inc.,  of  Houston,  Texas),  the  two  received  $297,981  and  $186,213  respectively 
in  direct  federal  subsidies  for  the  1969  crop  year,  but  federal  assistance  is 
far  less  generous  to  their  plantation  workers. 

A  1970  survey  showed  that  79  per  cent  received  no  federal  assistance 
whatsoever.  Despite  the  cataloguing  of  a  morass  of  misery — inadequate  diet, 
overcrowded  housing,  and  grossly  deficient  medical  care — the  cane  families, 
as  working  people,  are  not  eligible  for  welfare.  By  early  1972  most  parishes 
had  accepted  food  stamp  programs,  but  these  programs  are  often  administered 
with  a  niggardliness  and  hostility  that  virtually  negates  their  impact.  With 
only  three  aides  to  administer  1,800  cases,  the  program's  director  in  La- 
fourche Parish  expresses  dismay  at  newly  liberalized  regulations.  "They 
just  rammed  these  down  our  throats,"  he  says,  flourishing  his  program 
manual.  "These  people  will  just  have  to  wait  six  weeks  until  we  can  take 
their  applications.  Then  we  have  to  check  them  out.  We've  got  files  on  these 
families  two  inches  thick.  We  know  exactly  what  they're  doing."  Emergency 
cases?  "A  second  priority.  First,  we  weed  out  the  cheaters.  Second,  we  do 
emergencies.  Then,  new  cases.  Those  are  our  orders  from  Baton  Rouge,  ap- 
proved by  the  USDA." 

The  sugar  growers  and  the  USDA  (United  States  Department  of  Agriculture) 
are  the  two  forces  that  determine  the  cane  worker's  fate.  His  ties  to  the 
grower  are  rooted  in  utter  economic  necessity.  His  ties  to  the  federal  agency 
are  rooted  in  nearly  four  decades  of  law.  The  Sugar  Act  made  him  a  ward  of 
the  department  in  the  early  1980's;  his  exclusion  from  the  Wagner  Act,  with 
its  provisions  protecting  union  organizing,  has  perpetuated  that  dependency. 

The  result  is  a  diffuse  triangular  relationship  in  which  the  growers  and 
the  department  each  deem  the  other  responsible  for  the  worker's  welfare.  But 
in  the  end,  no  one — least  of  all  the  cane  worker — is,  in  fact,  rsponsible. 

In  the  cane  lands,  the  question  K)f  race  is  inescapable,  for  the  5,000  cane 
workers  and  their  25,000  dependents  are  nearly  all  black  and  Baptist.  Living  in 
I)lantation  housing,  often  buying  in  plantation  stores,  the  sugar  worker, 
descended  from  generations  of  sugar  workers,  still  speaks  of  himself  in  the 
language  of  bondage — he  is  "tied"  to  the  plantation.  He  is  the  "slave"  of  the 
grower ;  he  is  "not  free  to  go." 
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Tlie  growers,  white  and  CatlioLic,  dominate  the  politicks  of  the  pariehei 
as  the  J  tiave  for  genera  dona.  Their  mode  of  conduct  is  noblesse  oblige. 
Murphj  Foster,  son  of  a  governor  and  U.S.  senator  and  one  of  Louisiana's  most 
prominent  growers,  leans  hack  in  Mb  chair  in  a  dimly  lit  oflBce  festooned  witli, 
hundreds  of  Fluyhoy  nwdes  sent  to  him  over  the  years.  '*Niggers  are  the 
happiest  creatures  on  God's  green  eartli/*  he  says.  "I've  worked  with  thes© 
people  for  thirty  years,  and  if  they  have  a  problem »  they  know  to  come  ta 

At  the  New  Orleans  offices  of  the  American  Sugar  Gaue  Leaguet  ttie  national 
association  of  growers,  vice  president  Gilbert  Durbin  talks  of  growers'  ctDncerj* 
for  worker  w^elfare*  Most  growera,  he  stresses,  supply  their  field  worken 
w^tb  "free"  housiug  on  the  plantations,  housing  that,  he  estimates,  is  wortl^ 
$50  to  $70  a  month.  They  often  let  workers  who  are  disabled  or  too  ol^ 
to  work  in  the  fields  simply  go  on  living  there*  Though  Durbin  insists  housing 
conditions  are  good,  the  1970  survey  showed  that  in  plantation  housini 
three-quarters  of  the  houses  had  no  toilets  and  were  rat-iiifeated ;  half  hai 
leaking  roofs  and  not  even  cold  running  water.  'MVe  seen  that  housing,"  saiL 
n  Terrebonne  Parish  telephone  worker,  *'No  one  w^ould  live  there  who  ha^ 
any  choice  in   the  matter/' 

On  the  South  Coast  plantation  in  St  Mary  Parish,  even  a  cursory  view  oj 
the  housing  provides  a  profonndly  shocking  confirmation  of  the  telephoi 
worker's  words.  Though  Durbin  insists  that  some  new  housing  is  bein^ 
buUtr  ex  tensive  decrepitude  is  the  norm.  Some  shacks  are  said  to  date! 
back  to  slavery  times.  At  night  the  glow  of  bare  light  bulbs  shows  through 
gaps  in  tlie  cabin  walls.  Bats,  revealed  by  car  headlights,  scurry  across  front 
yards.  Ancient  roofs  and  fioors  sag  and  tremble  to  the  touch.  One  Southdown 
worker  smiles  when  asked  about  his  home*  *'My  father  is  seventy-nine  and 
has  lived  here  all  his  life.  He  says  it  was  here  long  before  he  was  born.  The 
roof  leaks  no  matter  how-  much  I  patch  it*  We  need  an  overcoat  in  the  kitchen 
and  a  board  under  the  refrigerator  to  keep  it  from  falling  through  the  rotting 
floor.  If  my  little  girl  nins  through  the  UvlBg  room,  the  whole  thing  shakes. 
What's  wrong  with  it?  Hell,  nothing*s  right  with  it."  Does  Southdown  make 
needed  repairs?  "Well,  the  overseer  says  the  house  isn't  worth  repairing^ 
We  can't  demand  repairs  since  we  don't  pay  rent." 

Whatever  its  quality,  the  growers  do  not  provide  the  housing  simply  out  of 
good  will.  Until  1955  the  Sugar  Act  re^tttreiJ  them  to  supply  it  to  their  field 
w^orkers,  so  the  housing  is  already  there*  "Free"  housing,  some  growers  concede, 
is  simply  a  substitute  for  wages  that  would  otherwise  have  to  take  the  form 
of  cash. 

Free  housing  and  a  seasonal  job  tie  the  sugar  worker  to  the  plantation.  In 
addition,  many  workers  are  deeply,  perhaps  irreversibly,  in  debt  to  their 
growers.  Some  growers,  such  as  Murphy  Foster,  feel  such  indebtedness  is  a 
problem.  "If  a  worker  comes  in  and  asks  nie  to  lend  him  money  for  a  car, 
I  won't  give  it  to  him  unless  I  think  he  needs  it.  Debt  takes  away  their 
independence.  A  man  can't  get  up  and  leave  a  job  for  something  better  If  be 
owes  his  boss  a  lot  of  money/'  Evidently,  not  all  growers  share  Foster's  solici- 
tude for  the  workers  solvency.  The  average  w^orker's  debt  is  almost  $500,  or  IS 
per  cent  of  his  yearly  earnings. 

The  web  of  debt  is  impenetrable,  for  it  is  woven  from  life*s  necessities.  Typi- 
cally, a  worker's  medical  care  is  bUled  directly  to  the  plantation  and  dedacted 
from  his  paycheck.  Many  growers  charge  for  utilities  in  the  "free*'  housing 
Workers  often  buy  food  on  credit  at  stores  located  on  the  plantatitm.^ 
Once  "company  stores''  run  hj  the  growlers,  the  stores  are  now  frequently 
le-ased  to  outsiders — a  dubious  improvement  from  the  workers*  point  uf 
view.  The  company  store  charged  exorbitant  prices,  but  extended  interest* 
free  credit*  The  leased  stores  have  lower  prices  t»ut  crippling  rates  of  interest 
The  wife  of  a  field  worker  on  Sterling  Sugar  Company's  St  Mary  Parisli 
plantation  buys  food  at  the  leased  store:  *'If  I  buy  five  dollars*  worth  of 
groceries  there,  six  dollars  is  deducted  from  my  husband's  pay.  Everybody  aub)* 
maticfilly  pays  an  extra  twenty  per  cent.'* 

Many  0eld  hands  receive  nothing  on  payday  but  a  pay  slip  showing  tbiit 
their  net  indebtedness  has  increased  over  the  pay  period.  Others  consistently 
receive  $20  per  month  in  cash  regardless  of  their  total  earnings.  The  rest  is 
taken  out  to  amortize  a  debt  that  may  or  may  not  have  gone  up  over  the 
pay  period.  Over  and  over  the  outsider  hears  the  sugar  workers'  refrain: 
I  never  see  cash." 
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During  the  rainy  season,  some  growers  seek  outside  work  for  their  field 
hands.  But  according  to  Stanley  Beverly,  an  OEO-funded  job  specialist  in  St 
Mary  Parish,  only  two  other  industries  of  any  consequence  exist  in  tbe 
area — oil  and  gas,  and  carbon  black.  Both  hire  few  blacks,  have  little  turn- 
over, and,  until  recently,  insisted  on  high  school  diplomas.  For  the  black 
cane  workers,  with  an  average  of  two  years  schooling  (28  per  cent  have  no 
schooling  at  all),  these  jobs  are  agonizingly  beyond  reach.  Industrialized  and 
job-rich  Morgan  City  is  nearby,  but  workers  are  attracted  there  from  sixty 
miles  up  the  bayou,  giving  employers  their  pick  of  laborers  from  six  or 
seven  parishes. 

Blacks  from  the  sugar  plantations  do  not  fare  well  in  this  competition. 
Often  outside  employers  will  not  hire  them  until  they  have  housing  off  the 
plantation ;:  yet,  without  an  outside  job,  the  workers  cannot  move  off  the  plan- 
tation. Job-seeking  itself  can  be  costly.  Recently  a  plantation  worker  in 
St.  Mary  Parish  took  the  required  physical  examination  for  a  job  in  town. 
When  he  returned  to  his  home  on  the  plantation,  the  owner,  apparently  in- 
formed by  the  examining  physician,  evicted  him  for  disloyalty. 

Under  the  circumstances,  it  is  not  difficult  to  understand  why  only  10  per 
cent  of  the  cane  workers  do  get  outside  jobs  during  the  long  rainy  season,  or 
are  muffled.  But  the  paralysis  and  the  placidity  are  deceptive.  Job-developer 
Beverly  thumbs  through  the  thick  file  of  applications  for  outside  jobs  on  his 
desk.  "If  they  could  get  a  job  off  the  plantation,  they  would  leave  in  a 
second,"  he  says.  "I  don't  know  of  one  who  would  stay." 

Officially,  the  growers'  position  is  that  sugarcane  workers  enjoy  perfectly 
adequate  working  and  living  conditions.  The  responsibility  for  any  deficiencies, 
they  insist,  lies  squarely  with  the  U.S.  Department  of  Agriculture.  Even 
Bishop  Maurice  Schexnayder,  the  seventy-six-year-old  Catholic  prelate  with 
ecclesiastical  jurisdiction  over  the  area  shares  this  view.  Nudging  his  crimson 
skullcap  farther  back  on  his  head,  he  says,  "There  is  no  suffering  among 
sugarcane  workers.  Under  the  Sugar  Act,  the  Department  of  Agriculture  sees 
to  that." 

This  theme — that  USDA  is  the  ultimate  guarantor  of  the  workers'  welfare — 
is  a  familiar  one  in  the  sugar  belt  and  has  a  firm  basis  in  law  and  politics. 
Since  1934  the  Louisiana  cane  industry  has  flourished  under  the  protective 
wing  of  the  Sugar  Act.  The  act  establishes  an  unusual  and  elaborate  regula- 
tory mechanism,  one  that  the  industry  gratefully  accepted  from  the  Roose- 
velt administration  following  near  disastrous  bouts  with  crop  diseases  and 
foreign  competition  in  the  late  1920s  and  a  critical  weakening  of  sugar  markets 
in  the  early  Thirties.  It  requires  USDA  to  restrict  the  quantities  of  raw 
sugar  marketed  annually  in  the  United  States,  reserving  a  specific  quota  for 
each  domestic  producer  as  well  as  important  quotas  for  designated  foreign 
nations.  The  import  quotas  keep  the  domestic  sugar  price  at  a  "premium"  of 
about  three  cents  a  pound  above  the  world  price.  That  premium  was  worth 
almost  $400-million  to  growers  in  1971.  In  addition,  the  act  provides  for  annual 
subsidies  to  growers  to  limit  their  production.  Those  payments  totaled  $93 
million  in  fiscal  1970.  Together,  these  two  subsidies  to  the  sugar  growers  total 
about   $500   million   annually. 

But  the  generous  Sugar  Act  exacts  a  quid  pro  quo.  In  return  for  these 
massive  subsidies  ("You  people  never  seem  to  understand  that  these  are  not 
subsidies,"  fumes  grower  Murphy  Foster  only  moments  after  denouncing  the 
food  stamp  program.  "They  are  benefit  payments"),  the  act  requires  that 
the  growers  fulfill  certain  minimal  conditions.  The  most  critical  of  these 
conditions  for  sugar  workers  is  that  growers  must  pay  "fair  and  reasonable" 
wage  rates.  As  President  Roosevelt  put  it  when  he  sent  the  bill  to  Congress, 
if  the  sugar  industry  is  to  receive  the  benefits  of  a  quota  system,  then  "it 
ought  to  be  a  good  employer." 

To  ensure  fair  wages,  the  act  requires  that  USDA  itself  annually  deter- 
mine the  wage  rates  of  sugar  workers.  Thus,  every  July  the  department  holds 
public  hearings  on  wage  rates  in  the  Louisiana  sugarcane  area.  Every  year 
representatives  of  the  American  Sugar  Cane  League  testify  to  rising  costs, 
shrinking  profit  margins,  and  gloomy  industry  prospects,  none  of  which  are 
publicly  supported  with  hard  data,  and  all  of  which  preclude  a  wage 
increase.  Every  year,  Dr.  Joe  R.  Campbell  of  Louisiana  State  University 
appears  at  the  request  of  the  league  to  present  statistics  on  yields,  costs, 
returns,  prices,  etc.,  for  sugarcane  farming,  statistics  that  omit,  however,  such 
key   data  as  the  salaries  owners  pay   themselves  and  the  rising  values  of 
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their  cane  land.  Every  year  on^  or  twa  witne^nea  testify  on  behalf  of  the  can€ 
workers  describing  tie  impoverished  eir  cum  stances  in  which  they  work  and 
live.  And  every  year^  just  before  the  harvest  in  October,  the  department  issuer 
its  wage  determination  granting  a  token  Increase- 

ThiB  year's  wage  determination  Indicates  in  whose  Interests  USD  A  issues 
itn  rulings.  Growers*  for  the  flrs^t  time  in  memory,  recommended  a  wage  in- 
erease:  USDA  awarded  an  IncTease,  smaller  than  the  growers  recommended. 
Then  the  department  made  the  increase  effective  only  after  t*he  harvesting, 
season  was  over,  thereby  minifying  its  effect  during  the  months  when  th^ 
field  hands  perform  the  great  bulk  of  their  yearns  wi>rk.  The  curious  jusdfl- 
eati*in  the  department  gave  for  this  unprecedentod  action  was  the  cnrrent 
wage  freeze^eurious  since  even  a  casual  reading  of  the  law  and  regula* 
tlons  of  the  freeze  shov?s  that  it  does  not  apply  to  cane  workers.  The  sugar- 
cane they  produce  Is  like  other  raw  commodities,  specifically  exempted  front 
the  x>rice  freeze,  and  the  price  of  sugar  has  risen  to  near  record  levels  sinc# 
the  freeze  began.  More  Importantly,  employees  who,  like  cane  workers,  bav©' 
*'eubistandard'*  earning  are  specifically  exempted  from  the  wage  freeze.       '' 

The  peculiar  circumstances  of  this  wage  determination  aside*  sugar  work-p 
ers  wonder  how  US* DA  can  reconcile  its  statutory  mandate  to  set  for  work* 
ers  a  ""fair  and  reasonable"  wage  with  a  worker*s  actual  annual  income  oi 
$2,635 — cum  hovel.  Is  the  USD  A  fearful  that  higher  wages  would  accelerate! 
technological  nnemployment  of  workers?  That  seems  doubtful,  since  evcit 
growers  concede  that  mechanization  of  hnrvesting  operations  has  gone  about 
as  far  as  it  can  go>  and  according  to  the  Sugar  Cane  League,  the  mechanization 
of  planting  operations  is  still  In  the  experimental  stage.  Would  higher  w*age| 
drlTe  sugar  growers  out  of  bustnei5s7  There  is  no  cvirlence  for  this,  Oinelanif 
values  continue  to  climb,  reflecting  the  growing  profitability  of  siigar  allot- 
ments attached  to  the  land.  World  demand  for  sugar  normally  increases  about  $ 
per  cent  a  year.  This  year  it  increased  abont  4  per  cent*  pushing  the  price  of 
sugar  futures  to  their  highest  point  in  nine  years.  In  early  January  the  domea- 
tic  raw  sugar  price  reached  9.1  cents  per  poimdT  the  highest  monthly  average 
since  1964. 

In  the  end,  politics  is  a  more  likely  explanation  than  economics  for  USDA's 
policy.  The  Sugar  Act  notwithstanding  URDA  simply  does  not  regard  farm 
workers  as  part  of  its  constituency ^  the  department  has  learned  to  take  the 
bureaucratic  path  of  least  resistance,  a  path  that  leads  to  those  poLitieailj' 
Tocal  growers  with  large-scale  operations.  The  Sugar  Act,  with  its  hlglily 
unusual  mandate  to  protect  the  powerless,  simply  bends  bfefore  the  political 
momentum. 

There  is  considerable  evidence  to  support  th!s  view.  Sugar-beet  workers  in 
Colorado,  also  covered  by  the  Sugar  Act,  have  repeatedly  urged  TJSDA  to 
employ  its  broad  statutory  authority  under  the  act  to  investigate  their  plight 
and  to  "make  such  orders  and  regulations  ...  as  may  be  necessary  to  carry 
out  the  powers  vested  in  [the  secretary]."  They  have  proposed  that  the  de- 
partment issne  regultaions  reforming  grievance  procedures  and  reduce  siih^ 
sidy  payments  to  producers  w^ho  retaliate  against  w^orkers  for  asserting  wage 
claims,  who  fail  to  meet  basic  standards  in  worker  housing,  who  know- 
ingly employ  aliens,  and  who  will  not  make  written  contracts  w^ith  workers 

ITSDA  has  steadfastly  insisted  that  it  lacks  the  authority  to  issue  sueb 
minimally  protective  regulations,  a  contention  that  was  soundly  rebuffed  last 
December  when  the  beet  workers'  suit  over  these  issues  reached  federfll  dis- 
trict cf^urt.  In  AriffCl  v.  Hardin  the  court  ruled  that  the  Sngar  Act  grants 
the  secretary  **Tery  broad  powers  to  increase  the  real  vmge  and  working 
conditions  of  sti^ar  w*orkers.  To  enact  all  the  regulations  recommended  hy 
the  [sugar  workers]  would  certainly  be  within  the  perimeter  of  this  ixiwer" 
Past  performance  of  USDA  in  protecting  farm  w^orkers  inspires  little  con* 
ft  deuce  that  this  decision  will  make  much  of  a  di  (Terence.  "There  are  dozeas  nf 
ways  USD  A  can  get  around  it  if  it  wants  to,"  said  one  sugar  w^orker  upon  M 
hearing  of  the  decision.  "And  it  wants  to,  all  right,"  f 

The  policy  regulations  sought  in  Atigel  v.  Hfirdtn  would  have  to  emanate 
from  the  secretary*  But  U3UA  has  traditionary  been  an  extraordinarily  de^ 
centralized  department,  and  perhaps  the  best  test  of  the  department's  (Xjh- 
cem  for  workers'  interest  is  found  at  the  parish  level. 

Crawford  Percle  has  mn  the  neat  white  office  of  the  Agricultural  Sta- 
bilization and  Conseryation  Sertice  (ASCS)  in  Napoleon vllle.  Assumption 
Parish,  for  about  twenty-five  years.  As  head  of  the  USDA  tratpost  charged  witb 
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implementing  the  Sugar  Act  regulations,  Fertile  occupies  a  key  position  Ia 
local  affairs.  His  gaze  shifts  from  the  Nixon  poster  on  the  wall  to  his  ¥ia&tor, 
who  has  just  asked  to  see  the  farmworker  complaint  file.  "I  don't  think 
I've  ever  received  a  farm-worker  complaint  in  this  parish,"  he  r^liea  No, 
he  concedes,  he  has  never  informed  workers  about  tXkfAr  right  io  submit 
grievances.  (The  nature  of  the  USDA-mandated  grievance  proce4ures  leads 
one  to  wonder  what  difference  it  would  make.  Under  these  procedures  a  farm 
worker  who  believes  that  he  has  not  been  paid  in  accordance  with  Sugar  Act 
requirements  may  file  a  complaint  in  the  ASCS  parish  office.  The  parish  com- 
mittee— which  by  law  includes  only  growers — ''shall  arrange  fo;r  such  in- 
vestigation as  it  deems  necessary'*  and  make  a  recommendation.  Appeal  from 
this  recommendation  lies  with  the  ASCS  state  committee — likewise  limited  by 
law  to  growers  and  by  tradition  to  the  larger  growers.  If  the  farm  worker 
is  tenacious  enough  to  appeal  a  second  time,  his  complaint  may  finally  reach 
a  nongrower,  a  deputy  administrator  of  ASCS  in  Washington.) 

No  notice  of  new  wage  rates  made  effective  several  weeks  earlier  is  posted 
in  the  office.  Do  the  workers  know  about  it?  ''I  mailed  information  on  the  new 
rates  to  the  growers.  They'll  tell  the  workers,  I  guess."  Has  Perele  heard  about 
the  Angel  decision?  "I  don't  know  nothing  about  that.  The  regulations  Wash- 
ington sends  me  say  nothing  about  housing  standards  or  anything  like  that 
That's  for  the  owners  to  decide."  At  least  in  this  USDA  office,  a  visitor  is 
driven  to  conclude,  the  customer  is  always  right — and  the  customer  is  the 
grower. 

The  grower,  the  sugar  worker,  and  USDA — these  disparate  forces  constitute 
the  three  polar  points  in  the  constellation  of  local  sugarcane  politics.  It  is  a 
closed  and  stable  structure — one  that  has  proved  profitable,  durable,  and  re- 
markably resistant  to  change.  "It's  been  going  on  for  one  hundred  and  fifty 
years/'  says  one  resident  of  Franklin.  *'Only  today  it's  legal." 

If  the  past  is  any  guide  to  the  future,  the  cane  workers  will  escape  this 
system,  not  by  changing  it,  but  by  leaving  it  for  New  Orleans,  Chicago,  or 
New  York.  But  this  is  possible  only  for  the  young.  For  the  many  thousands 
left  behind,  hope  for  a  better  life  in  the  fielda  will  depend  wholly  on  outside 
intervention. 

There  occasionally  have  been  such  efforts.  At  the  begrinning  of  the  1953  har- 
vest season,  an  offshoot  of  the  Southern  Tenant  Farmers  Union  mounted  a 
strike  of  about  2,000  sugarcane  workers  to  obtain  bargaining  recognition  from 
the  growers.  Some  sugar  mill  and  refinery  workers  respected  their  picket  lines, 
but  without  the  protection  of  the  Wagner  Act  the  organizing  effort  was  ex- 
tremely costly  and  bitter.  Gilbert  Durbin  called  an  organization  headed  by 
Dr.  Frank  Graham,  a  former  U.S.  senator  and  president  of  the  University  of 
North  Carolina,  a  Communist  front  when  the  group  supported  the  strike.  The 
strike,  he  said,  would  cause  "great  joy  behind  the  Iron  Curtain."  Evictions 
from  plantation  housing,  blacklisting,  welfare  cutoffs,  and  Department  of 
Labor  rulings  that  no  labor  dispute  existed  made  defeat  inevitable. 

The  strike — and  hopes  for  a  sugarcane  workers'  union — ended  abruptly  with 
a  state  court  injunction  upheld  by  the  Louisiana  Supreme  Court.  Detailing  the 
economic  loss  that  a  harvest  strike  would  visit  ui)on  a  perishable  sugar  crop 
and  without  a  mention  of  the  workers'  destitution,  the  court  termed  it  "trite, 
to  say  the  least,"  for  the  workers  to  argue  that  the  injunction  denied  them 
the  fundamental  right  to  strike  and  picket  simply  because  they  were  un- 
fortunate enough  to  labor  on  a  perishable  crop.  "The  guarantees  of  freedom 
of  speech  .  .  .  cannot  be  maintained  in  the  face  of-  such  irreparable  injury 
to  property  and  economy.  .  .  ."  In  the  sugar  belt,  evidently.  First  Amend- 
ment rights  yield  to  property  interests  with  the  ease  of  cane  being  felled  by 
a  mechanical  harvester. 

During  the  summer  of  1969,  cane  workers  on  the  Southdown  plantation  near 
Ilounia  invited  several  young  community  organizers  to  a  meeting  to  seek  ways 
to  improve  plantation  housing.  At  the  meeting  the  grower  had  the  students 
arrested,  charged  with  vagrancy  and  criminal  trespass  on  private  property, 
and  held  in  jail  overnight  on  $300  bail.  Prosecution  is  still  pending,  but  the 
organizing  effort  was  effectively  stifled. 

Despite  such  harsh  realities,  there  are  still  those,  such  as  Henery  Pelet,  a 
gontle  and  self-educated  mill  worker,  who  has  managed  to  survive  on  a  diet 
of  visions  of  salvation  through  union  organizing.  But  apart  from  the  efforts  of 
the  Chavez  union  in  California,  few  field  workers  anywhere  in  America  have 
been  organized  successfully.  There  is,  moreover,  some  reason  to  believe  unions 
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have  a  hands-off  policy  in  Louisiana's  cane  lands.  An  AFL-CIO  founder  of  the 
Southern  Tenant  Farmers  Union  in  the  IdSOs,  H.  L.  Mitchell,  has  testified, 
''There  is  a  strong  helief  among  plantation  workers  that  the  sugar  mill  and  re- 
finery men  organized  hy  the  dO  thirty-odd  years  ago  made  a  deal  with  the 
large  employers  whereby  they  would  be  given  union  recognition  contracts, 
higher  wages,  and  other  benefits  at  the  price  of  abandoning  the  field  workers 
to  continued  exploitation.  Whether  this  is  true  or  not,  it  appears  to  have 
worked  out  that  way." 

The  United  Farm  Worker's  Union  does  canvass  the  situation  from  time  to 
time,  but  a  successful  organizing  effort  without  the  protections  of  the  Wagner 
Act  might  require  well  over  $1  million  for  food  and  shelter  of  the  cane  families 
if  they  were  evicted  from  plantation  housing.  So  far  no  such  enormous  re- 
sources are  in  sight. 

The  one  sustained  effort  at  intervention  has  come  from  the  Southern  Mutual 
Help  Association  (SMHA),  a  small  group  supported  largely  by  the  National 
Sharecropper  Fund.  Formed  in  1060  imder  the  energetic  leadership  of  Father 
Frank  Ecimovich,  the  much-admired  pastor  of  a  black  church  in  Franklin,  the 
association  has  sought  to  open  up  the  tight  triangle  of  local  sugar  politics. 
From  the  beginning  it  has  been  sniped  at  by  local  interests  and  harassed  by 
the  Church  hierarchy. 

Bishop  Schexnayder  first  barred  Father  Ecimovich  from  using  church  prop- 
erty for  meetings  of  workers,  observing,  "Your  role.  Father,  is  to  convert 
people  and  teach  catechism  to  little  children."  Later  Father  Ecimovich  was 
summoned  by  Bishop  Schexnayder  to  a  personal  audience — and  found  several 
sugarcane  growers  already  present  in  the  bishop's  office.  Berated  for  SMHA's 
work  with  the  field  hands,  the  pastor  was  admonished  to  "mind  your  own 
business." 

Father  Ecimovich  has  since  left  the  diocese,  but  SMHA  clings  tenaciously  to 
a  few  hard-won  programs — a  family  health  clinic,  an  adult  basic  education 
course  for  workers,  and  assorted  community  development  efforts.  With  the 
help  of  HEW  and  the  Sharecroppers  Fund,  SMHA's  fiery  executive  director, 
French  Dominican  Sister  Anne  Catherine,  presses  forward  with  her  work. 
"These  people,"  she  says,  "have  suffered  long  enough  without  having  to  wait 
for  the  Second  Coming." 

Tantamount  to  a  Second  Coming  in  the  sugarcane  lands  would  be  a  sharp 
turnabout  in  Washington's  concern  for  the  cane  workers.  But  such  salvation 
seems  far  off  indeed.  In  1971  a  reform  coalition  launched  a  vigorous  campaign 
to  increase  protection  of  workers  by  amending  the  Sugar  Act  Opposition  from 
sugar-beet  growers  and  from  the  American  Sugar  Cane  League  (whose  chief 
lobbyist,  Horace  Godfrey,  was  the  USDA  administrator  of  the  Sugar  Act  dur- 
ing the  Johnson  administration)  received  a  warm  reception  in  the  conservatire 
House  Agricultural  Committee  and  in  the  Senate  Finance  Committee,  chaired 
by  Louisiana's  Russell  Long.  USDA  itself  did  not  support  the  changes.  During 
every  session  of  Congress,  measures  are  introduced  to  extend  to  farm  workers 
the  benefits  of  the  Wagner  Act,  of  unemployment  compensation,  and  of  general 
minimimi  wage  laws — all  of  which  other  Americans  have  long  taken  for 
granted.  All  such  measures  have  failed. 

Yet  without  such  intervention  from  a  distance,  it  is  hard  to  see  how  the 
sugar  worker  can  break  free,  how  he  can  escape  the  centuries-old  system  that 
entraps  him  with  economic  necessity  and  a  binding,  imwritten  social  law. 
White  growers  will  deny  that  a  persistent  social  code  locks  workers  in  place. 
But  Bishop  Schexnayder,  as  prelate  of  the  region's  powerful  Catholic  Chnrch, 
cannot  explain  why  in  his  diocese,  with  the  largest  percentage  of  blacks  in 
America,  plantation  workers  remain  overwhelmingly  Baptist  while  their  em- 
ployers have  always  been  overwhelmingly  Catholic.  Some  dissident  priests, 
however,  think  they  know  the  answer:  Behind  the  cane  curtain,  the  church's 
God  is  the  rich  white  sugar  grower. 
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